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Recruiting Telephone Ideas for the Future 





What will the telephone of the future be like? Key members of CPPD discuss some possible models. 
Will they work? Are they marketable? Will they stand up? 





Bell System’s new Customer Products Planning Division 


has the fascinating job of generating, screening and testing 


new ideas for ever-better telephone equipment and service. 


Here in this quiet room is shaped 
an important part of the future of 
the telephone. 


For here are gathered together 
from many sources the hundreds 
of new engineering and styling ideas 
... even the “screwball notions” .. . 
from which the telephone of to- 
morrow will be developed. 

Which are good? Which are bad? 
It is the responsibility of the Cus- 


tomer Products Planning Division to 
find out. And to select for develop- 
ment and production those items 
that people really want. 

No idea seems too farfetched for 
careful consideration by this hard- 
headed but hopeful group. 


They go on the premise that even 
a poor idea may spark a good one, 
and that you never know how good 
an idea is until vou try it. 


So, when an idea looks promising, 
working models are developed and 
designed by the Bell Telephone Lab- 
oratories, built by Western Flectric 
Company, and tried out in homes or 
offices. Thus no bets are missed, and 
no costly mistakes are made. 


This is just one reason for the suc- 
cess of Bell System’s continuing pro- 
gram of research for ever-better 
telephone service. 





Working together to bring people together 


Bell Telephone System 
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gfke things have gone to the dogs, Lancelot!” 





Lancelot: 
Man: 
Lancelot: 
Man: 


Lancelot: 


Man: 
Lancelot: 


Man: 
Lancelot: 


Man: 
Lancelot: 
Man: 
Lancelot: 





I’m afraid so, boss. 
But why? 
Don’t you know? 


All I know is I left the family a mighty prosperous 
business. 


Boss, remember when you and I walked over to the 


office of that insurance man? The one from Equitable? 


Oh, my goodness! 


Lancelot: And boss, do you remember what he said about that 


new kind of Equitable business insurance? 

Oh my! 

How, between you and the lawyer and this policy, 
we’d have enough money to pay inheritance taxes 
without having to sell the business? 

You said you’d call him the next day. 


Oh! 
We had to sell the business—and at a big loss, 
at that—to get the money to pay those taxes. 


What can I do to make things right, Lancelot? 
It’s what you could have done, boss. 

Call the Man from Equitable? 

It would have made all the difference. 
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but here’s the building for 
an expanding 





Just think what your profits would be if you had to use 
production and handling methods little changed 
from the days of the Pharaohs. Yet, if you are plan- 
ning a new building or expanding an existing one, 
your choice of construction may force you to use 
techniques hardly more modern. But today, there’s 
a better way to build—a way that brings 20th century 
engineering and mass production right to your site. 
It’s with pre-engineered Butler buildings. 


Instead of heavy walls, Butler buildings permit the use 
of lightweight, low cost curtain walls—of masonry, 
metal or glass. Butler roofs are metal—easy to insu- 
late, low in maintenance—instead of heavy built-up 
coverings that must be repaired periodically. In place 
of column- or truss-supported roofs, Butler buildings 


fl!) od 


use a rigid-frame structural system that leaves the 
interior post-free for efficient layout planning, par- 
titioning and illumination. Butler buildings go up 
weeks to months faster. Pre-engineered parts fit to- 
gether perfectly to speed erection and make a 
weather-tight, durable covering. 

And Butler’s modular design makes future expan- 
sion practical without the need for demolition or 
interruption of work within the original structure. 


The facts about this modern way to build are so im- 
portant to your business that they deserve your per- 
sonal attention. There’s a Butler Builder near you 
who can give you the whole story. Call him. He’s 
listed in the Yellow Pages of your phone book under 
“Buildings” or “Steel Buildings.” Or write us direct. 
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p WHAT'S THE REAL MEANING of Soviet 
scientific achievements, for America, 
for your business, for our future? 

Of this you can be sure: 

Issue will dominate session of 
Congress which begins next month. 

To reach beyond daily headlines, 
this is a Special background report 
pased on talks with: 

Congressional leaders, Administration 
officials, scientists, experts on Soviet 
affairs--people throughout government. 


pTAX CUTS FOR 1958 now seem less 
likely. 

Question is whether government spend- 
ing will be held below ceilings, whether 
civilian programs will be trimmed. 

Pentagon insiders say there's plenty 
of flexibility within defense budget 
itself, that funds can be reprogrammed 
to save tax dollars. 

But point is this 

Cry to boost defense spending will 
grow louder as Sputnik investigations 
develop in the months ahead. 

In addition: 

President's economists are watching 
business activity closely. 

If production and sales drop much in 
1958, you can look for President to pro-=- 
pose a tax cut to boost consumer pur-= 
chasing power. 


SOME COMPANIES WILL BENEFIT, others 
will be hurt by Pentagon reprogramming. 

While total expenditures may not rise 
rapidly, you can look for switching 
that will affect many firms. 

If you're doing defense work you'll 
need to take a careful look at future 
requirements for your products or 
services. 

Feeling is strong that simply spending 
larger sums won't solve administrative 
problems which plague military and 
scientific programs. 


HERE'S CONGRESSIONAL thinking on key 
issues: 

House G. 0. P. Leader Joe Martin told 
NATION'S BUSINESS tax cuts are not 
ruled out but chances are slimmer. 

He predicts higher appropriations for 
defense and research, more exchange of 
scientific and atomic information with 
allies--if properly safeguarded. 


‘management's WASHINGTON LETTER 





House Speaker Sam Rayburn says com- 
mittees will thoroughly investigate 
military and scientific spending 
programs. 

Senate Finance Committee Chairman 
Harry F. Byrd says military has been 
given what it has asked in the past, 
now has billions of unspent funds. 

There'll be revaluation of what is 
needed, he says, but he "can't imagine 
any increase in appropriations." 

Senator predicts taxes won't be cut 
unless further economies are made in 
government's programs. 

You can expect pressure for better 
management of our missile programs to 
come out of investigations. 

There'll be much talk about inter- 
service rivalry, too, but little done. 


BGO BEHIND RUSSIA'S scientific vic- 
tories, take a hard look at facts. 

Washington officials say facts show: 

1. That Soviets have no clear mili- 
tary advantage over this country. 

If they attack us today, we could 
retaliate, destroy them. 

Kremlin leaders know this, will talk 
tough, but Washington doesn't really 
expect them to attack. 

2. Our own missile, weapons program 
is off schedule, but not greatly So. 

We don't have operational intercon- 
tinental ballistic missile, but neither 
does the Soviet. 

U. S. does have large family of 
operational missiles, plus a stockpile 
of nuclear weapons and ability to 
deliver them. 

Note: You can count on Russia to 
concentrate on trouble spots-- 

Middle East, Far East--while world 
watches more dramatic events such as 
earth satellites. 


PARE U. S. BASES ABROAD now obsolete? 

That's what communists want world--and 
U. S. people=--to believe. 

But Pentagon view is that they're 
needed as much as ever. 

Reason: 

U. S. bases ring communist world. 

From them could be launched devastat-= 
ing attacks on Soviet home bases--with 
weapons we have in mass production. 

For the Kremlin this retaliatory 
potential is sobering reality. Year- 
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long Pentagon study shows that: 

Missiles won't quickly or completely 
replace manned aircraft. 

Bases in Europe are sufficient at 
this time to overcome Russian lead in 
long-range projectiles. 

But you can look for some changes in 
foreign bases program during the coming 
year as result of this study. 


THERE IS NO SIGNIFICANT scientific 
virtue in sending up larger satellites 
which go higher than Russia's. 

This view is expressed by top U. S. 
scientist who says: 

What we hope to achieve is scientific 
information. 

Altitude assigned for our earth satel- 
lite was picked because of need for data 
from that level. 

Weight of the ball is determined by 
weight of instruments needed to gather 
required data. 

After we've gathered data from alti- 
tude of 300 miles--level assigned our 
satellite--there'll be need for data 
from greater height. 

Meanwhile, U. S. scientists point out, 
it would be pointless to leapfrog 
Russian satellite--merely to achieve 
distinction of having gone higher and 
faster with heavier ball. 


PB SOVIET ECONOMIC PLANS for 1972 indi- 
cate that already hard-pressed Russian 
workers face a bleak future. 

Goal for 1972 steel production: 

Khrushchev envisages output reaching 
100 to 120 million tons, a rise from 
48 million tons now. 

U. S. production this year will about 
equal Russia's 1972 goal. 

Russia's electric power production, 
according to communist predictions, will 
rise from 192 billion kilowatt-hours to 
850 billion in 1972. 

U. S. utilities last year produced 
682 billion kilowatt-hours, will surpass 
that this year by comfortable margin. 

Conclusion: Russia is far behind our 
industrial performance now=-could pull 
ahead in 15 years only if our economy 
stagnates. 


BIN WORKER PRODUCTIVITY, will Russia 
overtake us? 
Economists consider this a crucial 


test between the East and West. 

National Bureau of Economic Research 
is undertaking extensive study, will be 
issuing reports on various aspects 
during 1958 and beyond. 

Here are preliminary findings: 

Soviets lag in total and in per capita 
output. 

At present U. S. worker's output is 
about 2% times that of average Soviet 
worker in industry. 


BIN FUTURE YEARS Soviet production will 
suffer from a growing shortage 
of workers. 

As one result, you can expect the 
Kremlin to reduce size of the Red 
army further. 

It'll be necessary to place people 
back in the work force. 

In 5 years wage and salary workers 
have increased from 39.2 million to 
47.9 million. 

But the switch of persons from farms 
to industrial areas--required because 
of emphasis on heavy industrial 
production=-now must slow. 

There's new emphasis on farm produc- 
tion in order to feed factory workers. 

About all the farm workers who can be 
spared have been moved to urban areas. 

Thus, need to boost worker produc= 
tivity will grow more crucial. 


BRUSSIANS ARE PLAGUED with many of 
the same problems which bother us. 

Example: 

Russian embassy aide in Washington 
admits Soviet Union has interservice 
rivalry as U. S. does. 

Generals, admirals don't agree, he 
says. 

But rivalry, he says, isn't permitted 
to develop to extent our own has. 

In addition: 

Many Soviet government problems stem 
from growing bureaucracy. 


WHAT HAVE SPUTNIKS COST Russia? 

They don't know. 

Russian budget says little, means 
even less. 

Economists here who work with Soviet 
budget, other data, warn much of it is 
sheer invention=--as well as bad book= 
keeping. 


Example: Their budget shows 604.6 
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billion rubles for total government 
spending this year. 

}f that, 96.7 billion rubles will go 
for military operations. 

But Soviets hide defense expenditures 
in such categories as education, science, 
social services, industry, construction. 

These categories aren't broken down. 

Look at these items: 

Category for heavy industry, construc- 
tion (103.5 billion rubles) includes 
building for military purposes. 

Education (79 billion rubles) covers 
cost of operating military schools. 


FOR THE AVERAGE RUSSIAN, technological 
advancement is a baffling paradox. 

Example: 

Plowing up millions of acres of 
virgin lands raised total grain produc- 
tion from 85 million metric tons to 
115 million tons this year. 

But millions of tons spoiled in the 
fields. 

Why ? 

Because there weren't enough trucks 
to haul it to bins. 


PRUSSIAN PEOPLE ARE PAYING a fearful 
price for Russia's advancements. 

Living standards of Russian workers 
are Still pitifully low. 

Experts on Soviet economy say Russians 
have poured most of their wealth into 
heavy industry, armament, scientific 
development. 

Result: Consumer goods are scarce, 
expensive, heavily taxed to suppress 
demand. 

Black markets flourish. 

Although government has comprehensive 
controls over prices and wages, consumer 
prices keep moving upward. 

Bread costs 3.5 times what it did 
at the end of World War II. 

Russian worker must work 62 hours and 
20 minutes to earn 250 rubles needed to 
buy pair of leather shoes. 


BEFORE 1917 BOLSHEVIK seizure, resi- 
dents of Moscow had an average of 80 
Square feet of living space in homes. 
Now--after 40 years of communism-- 
they've got only 50 square feet each. 


SEEDS OF DISUNITY are becoming clearly 
evident throughout Russia. 
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Workers, peasants are increasingly 
irritated by comparative luxury which 
managerial, technical class enjoys. 

Opinion in Washington is that post- 
Stalin era of retreat from police state 
terror now makes it impossible for Red 
leaders to move in that direction again. 

Another headache for Kremlin is the 
rapid growth of a highly educated class 
of engineers, scientists. 

These people are trained to think, and 
he who thinks asks questions. 

This makes doctrinaire communism more 
and more untenable. 

Add to the picture an increasingly 
protest-minded group of Soviet artists, 
writers, and you have the beginnings of 
real trouble for Khrushchev and his 
party henchmen. 

Trouble is it's these people--who have 
learned to think--upon whom communists 
must depend for scientific advancement. 


RUSSIAN PEASANTS are being told: 

Earth satellites prove there is no 
God. Communist propagandists are 
telling Russian people that religious 
beliefs are based on fabrications. 

Here's translation of Russian radio 
broadcast in the Ukraine: 

"Now that the will of man has opened 
the road to stars...it is impossible 
to believe the religious fabrications 
about God Almighty." 

Soviets say they'll push this line 
relentlessly, pay more attention to 
atheistic education of children. 


WHAT OF OUR FUTURE? 

Dr. Alan T. Waterman, director of the 
National Science Foundation, answered 
this question for NATION'S BUSINESS. 

Here is his answer: 

"Science in the U. S. today is strong, 
healthy. 

"Our scientists and engineers compare 
favorably, both in number and quality, 
with those of other countries, including 
the Soviet Union. 

"But unless we now step up our Support 
of basic research and our support of 
measures deSigned to identify and train 
increasing numbers of talented students 
to pursue science careers, the strength, 
condition, and amount of U. S. science 
tomorrow will suffer--perhaps beyond 
rehabilitation." 
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Letters from | 
businessmen 4 


Test for businessmen 

With reference to your article 
“Test Your Own Assumptions” [No- 
vember issue] I found it to be an ex- 
cellent one and with which we can 
all do a little self-analysis. Both the 
test and the accompanying article 
were thought-provoking and seemed 
to come at a time when every busi- 
nessman should take the opportu- 
nity really to know himself, explore 
his personal and business philosophy 
and then take the necessary steps to 
coordinate them. 


EBER D. JERNBERG, JR. 


The Kewanee Chamber of Commerce, 
Kewanee, Ill. 


Why companies grow 
We enjoyed reading “Why Com- 
panies Grow” in the November is- 
sue. May we have permission to re- 
print this article in the Executive 
Review ... distributed by several 
Chicago firms to their customers and 
prospects? 
HAROLD SABES 


Executive Review, 
Chicago, Ill. 


Tops 

I really appreciate your subject 
material and art work. In the No- 
vember issue, the articles ‘““You Can 
Cancel Most Meetings,” “Job Anal- 
ysis Saves Managers’ Time,” and 
“Test Your own Assumptions,” were 
tops. Keep up the good work. 

A. M. KNEITEL 


Merchandising research 
E. I. du Pont de Nemours & Co., Inc., 
Wilmington, Del. 


Wonderful response 
Your article “Six Steps to Execu- 
tive Success,” [November, 1956] 
met with such a wonderful response 
that we wish to place our order for 
an additional 50 copies. Please send 
these to us as soon as possible. 
GORDON M. GARDNER 


Personnel director, 
Miller & Rhoads, Inc., 
Richmond, Va. 


To better understanding 
We read with a great deal of in- 
terest two articles in the September 
issue. These articles—““How to Bar- 
gain on Wages,” and ““Why Progress 
Depends on Profits,”’ express senti- 
ments which we have been trying to 
expound at our labor bargaining 
sessions—without results—for the 


past several years. Perhaps they will 
help pave the way to a better under- 
standing by labor of some of: man- 
agement’s problems. Could you send 
us six reprints of each? 


STANLEY E. ARONOFF 
Vice president, 

The Southern Plate Glass Co. 
Baltimore, Md. 


Teach yourself 


I have just finished reading and 
enjoying your article “Teach Your- 
self Management Skills.” I would 
like 50 copies of this article. 


K. G. IVERSON 
President, 

L. 8. Donaldson Company, 
Minneapolis, Minn. 


We would like to request your 
permission to abstract and repro- 
duce “Teach Yourself Management 
Skills” for distribution to manage- 
ment people within our company. 

G. F. BASSLER 


Director, Personnel Development, 
Continental Oil Company, 
Houston, Tex. 


In perusing the October issue of 
NATION’S BUSINESS I was very 
impressed with the article ‘Teach 
Yourself Management Skills.” I feel 
this is excellent training material 
and would ask you to kindly forward 
50 copies. 

J. M. McKay 


Manager, 
Hudson’s Bay Company, 
Victoria, B. C, 


® A total of 747 business firms have asked 
for 16,238 reprints of this article to date. 
Since January 1, 23,567 firms have bought 
501,942 reprints of Nation’s Business articles. 


Fine for problems 

If you have a list of business 
articles for which reprints are avail- 
able I would greatly appreciate re- 
ceiving it, as you have published a 
number of fine articles dealing with 
current business problems. 

WALTER G. KocH 


Chairman of the board, 
International Steel Company, 
Evansville, Ind. 


Wage pressures 

Reference is made to your Sep- 
tember issue—the last paragraph of 
the editorial, “How to Stop Rising 
Prices’”—which reads “or unless em- 
ployers more firmly hold their 
ground against them” (wage pres- 
sures by unions). 

I imagine that you would find dif- 
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One of the “pluses” in the Edsel 


The illustrations here suggest that 
pleasure cars, radios and a modern auto- 
matic production line have something 
in common. 

They certainly do—in fact, they com- 
bine to make one of the outstanding plus 
features of America’s newest car, the 
exciting Edsel. 

We have, for years, made speakers for 
Ford Motor Company’s automobiles. 
While the new Edsel was still in the 
drawing-board stage, we were invited 
to submit our ideas of what a great new 
radio, in a great new car, should be. 

Our specifications included: a transis- 
torized power supply, to save space and 
minimize the effects of road shock ... 


sc STROMBERG-CARLSON 


A DIVISION OF GENERAL 


= MR 


aby General Offices and Factories at Rochester, N. Y.-West Coast plants at San Diego and Los Angeles, Calif. 





Town-and-Country tuning, optional for 
long-distance drivers . . . true high fidel- 
ity sound of traditional Stromberg- 
Carlson quality ... and production by 
our time-saving, cost-reducing automa- 
tion methods. 

Result—for no more than you’d pay 
for an ordinary auto radio, you can have 
in your Edsel the name that’s been a 
standard of audio quality for more than 
sixty years. 

See and drive the Edsel—#t’s wonder- 
ful! And consider, too, whether 
Stromberg-Carlson engineering and pro- 
duction skills wouldn’t fit one of your 
own company’s needs. 


"There is nothing finer than a Stromberg-Carlson” 


DYNAMICS CORPORATION 





Civilian and Military Electronic Products @ XY® Telephones and Central Office Dial Equipment, Pagemaster®, Relays and Switches @ Sound Systems, Radio and Hi-Fi 








STROMBERG-CARLSON 
automation at work 














Printed wiring boards produced by 
automation, including our own sen- 
sitizing and developing process. 


Electrical components inserted on 30 
automation “heads."’ Capacity ... to 
meet your exact needs. 





All soldering by auvtomation—using 
the dip method. Unerringly accurate 
to split-hair tolerances. ‘ 
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“We found 
BLUE CROSS 





gives the kind of 


hospital expense protection 


our employees need!” 


Says ROBERT C. ERB, 
Chairman of the Board 
Thom McAn Shoe Co. 


“Its objective of giving benefits in terms of hospital care 
instead of money allowances means help fitted to the need. And the way 
Blue Cross handles a patient’s case right with the hospital eliminates red tape 
for our employees—and for us. Our experience has convinced us 
that Blue Cross best meets the needs of our people.’’ 


Blue Cross Plans, serving locally 
coast to coast, bring Americans 
this famed program for prepay- 
‘ ment of hospital care... the only 
one officially approved by the 
American Hospital Association. 


oME 300,000 companies have Blue 
Cross protection, and continue with 
it year after year. That’s solid proof that 
Blue Cross Plans do meet the needs of 
management and employees. 
Blue Cross cuts office detail. Local 
Blue Cross Plans work directly with hos- 
pitals in handling the employee’s hos- 
pitalization. Management is saved per- 
sonnel problems and the expense of filing 
claims, investigations and paper work. 
Count on special advantages. Com- 
panies and employees benefit from the 
unique relationship Blue Cross Plans 
have with hospitals, It’s like a partner- 
ship. Only Blue Cross Plans have official 
approval of the American Hospital Assoc. 








Easy for employees. Whenever an em- 
ployee, or his dependents, needs care, he 
simply shows his Blue Cross card on ad- 
mission to the participating hospital. Be- 
cause Blue Cross Plans serve locally, 
benefits are set to meet local needs and 





conditions. The whole aim of Blue Cross 
is to help people in terms of hospital care, 
rather than dollar allowances. 

Low in cost. A not-for-profit organiza- 
tion, the local Blue Cross Plan sets aside 
all income, except for low administra- 
tive expenses, to pay for hospital care. 
Blue Cross Plans last year paid out over 
a billion dollars. 

Fits your welfare program. Blue Cross 
is easily included in benefit “packages”. 
Since it may be retained by individuals 
after they leave the company, Blue Cross 
may become a retirement benefit. 





Specific information on how your com- 
pany can benefit with Blue Cross is avail- 
able. Contact your local Blue Cross Plan, 
or write Blue Cross Commission, Dept. 718, 
425 North Michigan, Chicago 11, Ill. 











Some leading companies 
that have Blue Cross: 


BENDIX AVIATION CORP. 
FOOD FAIR STORES, INC. 
CRUCIBLE STEEL CO. OF AMERICA 
MILES LABORATORIES, INC. 
PROTO TOOLS 
SIMONDS SAW & STEEL CO. 
UNITED SHOE MACHINERY CORP. 











LUE CROSS: 


® Blue Cross and symbol registered 


by the American Hospital Association 
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ficulty n locating anyone who has 
responsible charge of a business 
whose thinking for some time has 
not been along the line of this edi- 
torial with the probable exception 
of the last paragraph. In my own 
case our company is too small to 
have sufficient effect on the general 
economy to make any difference 
whether or not we hold the “ground 
against them.” 

It seems to me that the accom- 
plishment your editorial is aimed at 
must come from a major industry 
such as the steel or automotive in- 
dustry. I am wondering what assur- 
ance you feel you could give either 
one of these two industries that if 
they would decide to hold the 
“ground against them” adequate 
support would be provided by the 
law enforcement agencies. It seems 
to me that past performance in this 
area of labor-management relations 
has been so deplorable as to require 
definite and positive assurance that 
a new leaf has been turned over be- 
fore the management of any of 
our major industries will serious- 
ly consider holding the “ground 
against them.” 

R. T. REILLY 
President, 


Conley Frog and Switch Co., 
Memphis, Tenn. 


For planners 
A very interesting article ap- 

peared in the July issue which I 
want to send to members of my 
planning group. I need six addition- 
al copies and would appreciate your 
sending these to my attention at 
your earliest convenience. I am a 
subscriber to NATION’S BUSINESS 
and might state that I find the mag- 
azine most informative reading. 

B. E. BENSINGER 

President, 

The Brunswick-Balke-Collender 


Company, 
Chicago, Ill. 


For easy understanding 
Your two fine articles concern- 
ing “Labor Law’s New Meaning” 
(August), prove that such compli- 
cated issues can be put into easily 
digested form. Please let me know 
how I can obtain copies of the 
articles. 
J. LEONARD DAY 


Warner Gear Division, 
Borg-Warner Corporation, 


Muncie, Ind. 
Still timely 
tecently your excellent article 
“Slow Traffic Laws Waste Fast 


Roads” [April, 1956, issue] was 
brought to light again. If you have 
about 100 copies of this reprint, 
please send them to us here at 
Metuchen. 

E. W. LAWLER, JR. 


Lawler. Company, 
Metuchen, N. J. 
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ROBERT C. ERB, Chairman, Thom McAn Shoe Co., says: 


“Our 6300 employees 


count on KU SHIELD 





Jor real help 
with doctor bills!” 


*‘Adding Blue Shield to our welfare 
program has provided extra security 
welcomed by Thom McAn employees 
and their dependents. The cost is very 
low for the benefits provided—particu- 
larly for those larger expenses incur- 
red when surgery is needed. The fact 
that Blue Shield Plans have the ap- 
proval of local medical societies gives 
us real faith in this protection.” 


Sponsored by doctors through their 
local medical societies, Blue Shield 
Plans help people meet surgical-med- 
ical-maternity expense. 

Broad protection given. Blue Shield 
provides benefits for hundreds of kinds 
of operations and for many nonsur- 
gical services. 

Low in cost. Dues and benefits are set 
locally to fit local needs and conditions. 
This, coupled with low administrative 
expense, makes it possible to offer 
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benefits at minimum cost to members. 
Saves company money and time by 
direct handling of payments for care. 
Saves paper work and detail. 

Fits welfare programs in large or 
small companies, and Blue Shield may 
become a retirement benefit. 

Get full facts from the Blue Shield 
Plan in your area. Or write Blue Shield 
Commission, Dept. 718, 425 North 
Michigan, Chicago 11, Ill. 











BLUE SHUELD. 


@Service marks reg. by Blue Shield Medical Care Plans 





13 








Railroads have 
changed since 1830... 





but the good taste 
of TEACHER’S 


never changes! 


TEACHER’S 


HIGHLAND CREAM 


86 PROOF « Blended Scotch Whisky 












Schieffelin & Co., New York 


14 


oe 


THIS ISSUE 


Trade proposals 
promise conflict 


Push for trade agreements 
extension, OTC membership, 


sparks coming debate 


PUBLIC HEARINGS on foreign trade 
policies having widespread effect on 
U. S. businessmen will get under 
way early this month. 

These hearings will be only a pre- 
view of the debate that will likely 
take place in the coming session of 
Congress. Sparking the debate will 
be the Administration’s request for 
an extension of the President’s au- 
thority under the Trade Agreements 
Act. This authority gives the Presi- 
dent certain tariff-cutting powers 
which he can exercise without con- 
sulting Congress. First passed in 
1934 and extended periodically since 
then, the authority is due to expire 
June 30, 1958. 

Also adding to the congressional 
controversy will be a renewed re- 
quest from the executive branch for 
membership in the Organization for 
Trade Cooperation (oTC). Since 
1955, the Eisenhower team has 
made unsuccessful annual bids to 
win Congress’ approval of U. S. par- 
ticipation in otc. The otc would 
serve as the general administrative 
body, or staff, for the contracting 
parties in the General Agreement on 
Tariffs and Trade, or GATT, in which 
the U. S. is a participant along with 
some 30 other countries. GATT rep- 
resents a multilateral agreement for 
the reciprocal adjustment of tariffs 
and the reduction of other barriers to 
world trade. 

Just how these two Administration 
requests will fare in an election- 
year session of Congress—already 
crowded with prospects of investiga- 


tions into our military strength and . 


satellite program, tax-cut drives, in- 
tegration and labor activities—is 
open to speculation. 

Setting the stage for the hearings 
or, as they are described, the panel 
discussions, is a 1,157-page compen- 


dium on U.S. foreign trade policy 
assembled by the Foreign Trade Pol- 
icy Subcommittee of the House 
Ways and Means Committee. The 
subcommittee is headed by Rep. 
Hale Boggs (D., La.). The Boggs 
subcommittee earlier asked for the 
views of the Administration and in- 
terested trade groups, including op- 
ponents to the Trade Agreements 
Act, such as the American Tariff 
League. These opinions make up the 
massive compendium. 

Under the Trade Agreements Act, 
as amended, the President has au- 
thority to enter into trade agree- 
ments with foreign nations, in which 
each country makes concessions in its 
duties on types of imports of which 
the other country is the principal 
supplier. The executive branch con- 
tends that extension of its authority 
under the act is necessary in order to 
bargain effectively on these tariff 
reductions. Over the years, the exec- 
utive branch has sought, and Con- 
gress has granted, extension of the 
authority. The President is then able 
to reduce tariffs certain percentages 
below what they were at a given date, 
or to raise them if necessary. 

Under the act, tariffs have been 
reduced successively—a few of them 
more than 75 per cent below what 
they were when the act was passed. 
Of course, many have not been re- 
duced at all. 

Even after agreements with other 
countries have been made, safe- 
guards are provided by the escape 
clause which permits modification 
or withdrawal of concessions in in- 
stances of serious injury to American 
business. 

The act also provides for restric- 
tions on imports in such quantities as 
to threaten to impair the national 
security. It has further safeguards 
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Cuyama... biggest California oil strike in 20 years 


The discovery of oil in California’s 
Cuyama Valley made Richfield a 
major oil producer. 

Semi-arid Cuyama Valley had 
been studied by geologists for dec- 
ades and declared a poor prospect for 
oil. Unconvinced, Richfield geolo- 
gists went over the ground again and 
again. Finally in June, 1948 the first 
producing well was brought in. A 
year later Richfield discovered the 
South Cuyama Field five miles away. 

Together the Cuyama Valley fields 
represent the biggest California oil 
strike in 20 years. 


No derricks mar this very modern 
oil field... just spic-’n’-span “Christ- 
mas trees”, pumping units and 
low-lying tank farms. The latest in 
efficient oil conservation methods, 
including repressurization by gas and 
water injection, assure profitable oil 
recovery for years to come. By 
August 1, 1957 Richfield’s produc- 
tion of crude oil from Cuyama Val- 
ley totaled over 120 million barrels. 

Today, in keeping with its policy 
of years-ahead planning, Richfield 
is helping to develop new oil reserves 


in many parts of the world. 
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we RICH FIELD a leader in Western Petroleum Progress 
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Do your 1958 
plans call for 


more Cas 


Could you plan for the year ahead with more confidence if 
you had an assured source of additional cash working capital 
whenever it is needed . . . and for as long as it is needed? 
If so, you will want to investigate COMMERCIAL CREDIT’S 
Commercial Financing Plan. 


Experience has proved that this method is usually able to 
provide more cash to manufacturers and wholesalers than is 
available from other sources.* Important also is the fact that 
it provides funds continuously (if needed) without negotiation 
for renewal. 


Money is usually available 3 to 5 days after first contact. 
There is no interference with management. There are no 
preliminary expenses and no long-term commitments. Cost is 
minimized because the amount of cash may be varied as the 
need varies and the one reasonable charge is tax deductible. 


We will welcome the opportunity to show you how this 
method could solve your 1958 cash problem. For additional 
facts contact the nearest COMMERCIAL CREDIT CORPORATION 
Office listed here. Just say, ““Send me more information about 
the plan described in Nation’s Business.” 








Consult 
COMMERCIAL 
CREDIT 


Commercial Credit Building, Baltimore 2 
222 W. Adams Street, Chicago 6 

722 S. Spring Street, Los Angeles 14 

100 E. 42nd Street, New York 17 

112 Pine Street, San Francisco 6 


Capital and Surplus : 


over $200,000,000 





* COMMERCIAL CREDIT COMPANY subsidiaries, during each of 
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the last several years, advanced over one billion dollars to manu- 
facturers and wholesalers to supplement cash working capital. 
The 1956 total volume of finance subsidiaries amounted to over 
three billion dollars. 





TRADE PROPOSALS 


continued 


against any trade agreements that 
would impair the agriculture pro- 
grams. 

It should be noted that even if 
the President’s authority is not ex- 
tended, all existing agreements would 
remain in effect unless specifically 
acted upon by Congress. 

Representative Boggs, in his letter 
to the President asking for the Ad- 
ministration’s views on foreign trade, 
called attention to the fact that “the 
trade agreements program and its 
administration have been subjects of 
increasing criticism in recent years” 
and that, “‘in the present climate of 
public and congressional opinion, the 
continuance of the program is by no 
means assured.” 

The question arises, Represent- 
ative Boggs says, whether the pol- 
icy to “encourage a nondiscrimina- 
tory or multilateral system of trade 
among countries of the free world 

. is realistic in view of present 
conditions in this and other coun- 
tries—whether, for example, such an 
outlook is consistent with our pol- 
icies with respect to domestic agri- 
culture and other institutional fac- 
tors influencing the price system.” 

A congressional aide, close to the 








work on foreign trade, predicts that 
the President’s authority under the 
Trade Agreements Act will be extend- 
ed. But he doubts that it will be ex- 
tended for the five years the Admin- 
istration has indicated it desires. A 
one-year extension, he says, is more 
likely. This will be a blow to the lib- 
eral trade element, he says, although 
from their standpoint it will be bet- 
ter than no extension at all. 

As for membership in otc, the 
aide feels there is much less likeli- 
hood of its being approved. This is 
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MIN YOUR BUSINESS? 


“Automating” your office procedure 


might provide the answer 


Order processing time at Reynolds Metals was 
cut from days to hours by an “automated” Order- 
matic Service System. A customer’s order received 
anywhere in the country now can be converted into 
a written production order at any one of Reynolds’ 
plants and acknowledged in a matter of hours—an 


operation that once took days. 


Orders are sped by facsimile, Western Union or 
Private Teletype, then processed automatically. Spe- 
cially designed forms by Moore are used throughout 
the system. Reynolds reports shorter processing 
time, improved shipping notice, faster accumulation 
of order statistics, and reduced workload of sales- 


men, sales service and production control personnel. 


MOORE BUSINESS FORMS 
ne 


Moore Business Forms, the largest company in 
its field, has developed procedures with Automated 
Data Processing—or ADP—which have proved of 
value to both small businesses and large. 


Moore makes no ADP machines—simply analyzes 
your problem ... plans the proper ADP system for 
your business . . . designs and manufactures forms 
needed for maximum efficiency. 


Call the Moore Man—he’s listed in the telephone 
directory. Over 300 offices and factories across the 
U. S., Canada, Mexico, Caribbean and Central 
America. Or write Moore Business Forms, Inc., at 
Niagara Falls, N. Y., Denton, Texas, or Emeryville, 
Calif. No obligation, of course. 





HOW YOU CAN SAVE 
THOUSANDS OF DOLLARS 


IN COFFEE-BREAK TIME! 





Stop sacrificing 15 working days per employee every year— 
yet give employees all the benefits of regular coffee-breaks! 


Actual studies show that coffee- 
breaks are beneficial. However, 
they do take each employee away 
from his job the equivalent of 15 
full working days a year! Walking 
to and from the cafeteria and 
waiting in lines take lots of time— 
his time and yours to the incredible 
tune of thousands of dollars every 
year, even with as few as 20 em- 
ployees. What to do? Everything’s 
been tried from coffee pots to cater- 
ing services—but nothing’s proved 
entirely satisfactory till now! 


You save! Employees save! The 
amazing new Westinghouse HOT 
and COLD Drink Center serves 
piping hot water for coffee, tea, 
soups—right on the job! It lets you 
keep the coffee-break under con- 
trol ‘at all times—yet gives your 
employees a refreshing lift! It saves 
your company not hundreds but 
thousands of dollars in coffee- 
break time annually . . . while sav- 







HOT and COLD “‘STARTER PAK’ of instant beverages to show 
you just how quick, convenient and tasty coffee-breaks can be! 


m= Mail coupon now! = au GE a= au 


Westinghouse, Springfield Works, Springfield, Mass. 


Gentlemen: Please send me a FREE HOT and COLD “STARTER 
PAK” of instant coffee, cocoa, tea, soups. Also, complete information 
on new Westinghouse HOT and COLD Drink Center. 


ing your employees 4¢ on every 
cup they drink! 


Talk about convenience! The 
Westinghouse HOT and COLD 
makes hot drinks available to 
everyone instantly! No more going 
out or sending out for coffee. No 
more making up lists or cleaning 
hot plates and coffee makers or 
bothering with an expensive cater- 
ing service. Employees really like 
having their own Hot Drink Cen- 
ter so handy. And it serves all the 
refreshing cold drinking water they 
want, too—yet takes up only 14 
inches square of floor space! 


Get the complete money-saving 
story! The coffee-break problem 
has already been solved for em- 
ployers in every type of business, 
both big and little—thanks to the 
new Westinghouse HOT andCOLD 
Drink Center. They say it’s the 
only practical way to control the 
coffee-break with employee ap- 
proval. But, get all the money- 
saving facts yourself. Mail the 
coupon today. No obligation on your 
part. 
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TRADE PROPOSALS 


continued 


because OTC is opposed by some 
who, although they favor the Trade 
Agreements Act, are opposed to join- 
ing any more multination organiza- 
tions. 

Assistant Secretary of Commerce 
for International Affairs Henry 
Kearns, speaking in favor of the Ad- 
ministration’s stand, told NATION’s 
BUSINESS, “Really, there are three 
things at stake: Trade Agreements 
Act, GATT and OTC.” 

He explained that since the coun- 
try joined the GATT under author- 
ity of the Trade Agreements Act, 
conceivably, Congress could extend 
the Act with specific legislation pro- 
hibiting membership in the organi- 
zation. 

“T think it (the Trade Agreements 
Act) will be renewed,” Mr. Kearns 
says. He believes the factors are in 
favor of renewal and he hopes it will 
be on a five-year basis. But he is not 
confident about a five-year extension. 
A five-year extension, he says, would 
put this country in a better bargain- 
ing position when trying to obtain 
reciprocal trade agreements with 
other countries. 

Even now, the assistant secretary 
says, our trade agreements people 
are running into difficulty because 
foreign countries know our act is 
expiring. 

Although Mr. Kearns hopes mem- 
bership in oTc will be approved he 
doesn’t appear to be very optimistic. 

Strong opposition to extension of 
the Trade Agreements Act in its 
present form was voiced by Rep. 
Cleveland M. Bailey (D., W. Va.),a 
leader of a bloc in Congress seeking 
greater protection for small Ameri- 
can producers. 

The congressman told NATION’S 
BuSINESS that legislation will be 
introduced in the coming session of 
Congress to amend the Trade Agree- 
ments Act so as to place with Con- 
gress, instead of the President, the 
authority to act on Tariff Commis- 
sion findings on industry complaints 
of excessive imports. 

If the amendment fails, then, Rep- 
resentative Bailey says, a “straight- 
out import quota bill,” will be ac- 
tively pushed. In draft form, the 
quota bill would prohibit any im- 
ports from exceeding 35 per cent of 
domestic production. 

Opponents of the import quota 
concept object that such a plan re- 
sults in special privileges for those 
to whom import licenses are issued. 
They say that no free economic 
society like ours can condone mak- 
ing this possible. END 
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these typical 


How would you answer 


personnel questions? 


How do you determine vacation allowances? 





How do you establish a pension plan? 





How do you set salary standards? 





How do you kill unfounded rumors? 





How do you promote safety conditions? 





MONY would like you to have a FREE copy of its 
new guidebook to help you answer these and a 
great number of related questions! 


Written in outline form, MONY’s 64-page ‘“‘Guidebook to a Modern 
Personnel Program’’ holds a wealth of information useful to anyone 
concerned with personnel. The guidebook is based to a large degree on 
MONY’s own program, administered successfully for years among 
thousands of employees. 

You'll find it includes many sound ideas, proved in practice over the 
years in a wide variety of businesses . . . including many for whom 
MONY has developed business insurance and employee benefit plans. 

Whether you have five employees or hundreds—whether you want 
to develop a comprehensive personnel program or review the one you 
already have—you’ll find MONY’s guidebook most helpful. 

For your FREE copy, without obligation, mail this coupon today! 
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I would like a copy of your free 
Modern Personnel Program’”’. 


Mutual Of New York, Dept. NB-127 
Broadway at 55th Street, New York 19, N. Y. 


“Guidebook to a 
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Name. 
The Mutual Life Insurance Company Of New York, New York, N.Y Firm 
Offices located throwghout the United States and in Canada Address 
County 
FOR LIFE, ACCIDENT & SICKNESS, AND GROUP INSURANCE City pty a 
MONY TODAY MEANS MONEY TOMORROW! Title 
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THE STATE OF 
THE NATION 


BY FELIX MORLEY 


Centralized power means end 
of real federal government 


On Dec. 12, 1793, just six years before his death, 
George Washington wrote a memorable letter to 
Arthur Young, the famous English agricultural 
expert with whom our first President was then 
corresponding regularly on matters pertaining to 
the improvement of farming. 

In this particular letter Washington sought help 
in obtaining “respectable and full-handed” English 
tenants for his four big farms around the estate of 
Mount Vernon. The annual rental, he suggested, 
should be one dollar per acre. 

This same land, “in the shadow of Mount Ver- 
non” is now being developed as suburbia, but not 
at that price level. 

The attractions now offered are also different 
from those set forth by Washington. He empha- 
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sized the “inexhaustible fund of rich mud” to be 
taken from the Potomac “‘as a manure.” He wrote 
alluringly of the “profusion of shad, herrings, bass, 
carp, perch, sturgeon etc.” in its waters. Potomac 
mud is still plentiful but pollution has dimmed the 
fishing around Mount Vernon. As an alternative 
for bathing purposes the modern realtor offers “a 
private cabana club with swimming pool, dressing 
rooms and sun deck.” On the accessibility of this 
land to the capital of the United States, however, 
the promoters of 1793 and 1957 are in complete 
accord. In Washington’s words: 


The Federal City, in the year 1800, will become the 
seat of the general government of the United States. 
It is increasing fast in buildings, and rising into con- 
sequence; and will, I have no doubt, from the ad- 
vantages given to it by nature, and its proximity to a 
rich interior country, and the western territory, be- 
come the emporium of the United States. 

At the time of this letter Congress had not de- 
cided to give Washington’s name to the Federal 
City. Even when this action was taken, the Father 
of his Country, with habitual delicacy, preferred 
the impersonal description. Others followed the 
example and it was not until after his death that 
the Federal City began to be commonly designated 
as Washington. 

This characteristic modesty on the part of Wash- 
ington, the man, has had an altogether unfortunate 
consequence. For when what he called “the gen- 
eral government” was established in the Federal 
City it naturally began to be called the federal 
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government, which is the universal practice today. 
Properly speaking, of course, our federal govern- 
ment is the combination of that in Washington 
and those of the 48 states, for it is this combina- 
tion that constitutes the federal system. The state 
governments, centering in such local capitals as 
Albany, Des Moines, Sacramento or Little Rock, 
are all actually parts of the federal government. 

Because it symbolizes the federal union, estab- 
lished by the Constitution of 1787, Washington 
was and can still be logically described as “‘the Fed- 
eral City.” But it has never really been the seat of 
the federal government, which from its composite 
nature is divided between the national and the 
state capitals. Washington himself, as well as 
James Madison and all the Founding Fathers, 
made this distinction very clearly. They always 
spoke of the political power centered in the Dis- 
trict of Columbia as “‘the general government.” It 
may also reasonably be called the central or the 
national government. But this centralized power 
should not be named, though it habitually is, the 
federal government. 


This differentiation is by no means merely se- 
mantic hairsplitting. To realize its importance 
we have only to consider the confusion aroused 
by issues such as federal aid to education, which 
is actually antifederal to the extent that it threat- 
ens to deprive the states of that local control in 
this field which is one of their least contestable 
constitutional functions. What we really mean by 
federal aid is national aid at the expense of state 
responsibility. When we so describe the issue, in 
education or other matters, it is much more clear- 
ly posed. 

Confusion is compounded by giving the title of 
“federal-state relationships” to the important 
studies, now under way, of the appropriate divisions 
of function and taxing authority between the na- 
tional and the state governments. The hyphenated 
phrase implies that the states are somehow apart 
from, or even antagonistic to, our federal system. 
Yet if the states were eliminated, federalism would 
be eliminated with them. What we mean by fed- 
eral-state relations is simply and briefly federal 
relations. But the practice of calling the central 
government “federal” has led us into contorted 
language, which inevitably brings contorted think- 
ing in its train. 

One may be inclined to say, with poor love-sick 
Juliet: ““What’s in a name?” Does it really matter 
if we speak of federal government when what we 
mean is national government? Granting the mis- 
use of words, is the meaning confused thereby? 

The answer here is that the meaning is probably 
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much more confused, and more dangerously so, 
than is realized. Even in the case of common nouns 
inseparable associations become attached. There 
are certain succinct Anglo-Saxon words which can- 
not possibly be used in polite society. If Romeo 
had logically called Juliet his poison ivy, in re- 
sponse to her fatuous observation about the smell 
of roses, it would have ruined her argument and 
the play as well. 

Nobody would deny a place to poetic license. 
But there is no room for it in the effort to define 
abstract political ideas, as conveyed by words like 
“federalism” or “democracy” or “liberty.” If a 
political system assumes a precise understanding 
of these abstractions, as ours does, then the habit- 
ually careless use of descriptive political words can 
only serve to undermine that system. Knowing 
this, the communists cleverly distort words of 
this character to further their long-range ends. It 
makes less than no sense for us to do the same. 


The net effect of calling our national govern- 
ment federal is to create the impression that the 
steadily increasing centralization of power in 
Washington is in complete accord with our federal 
system. Anybody who has read the Constitution 
knows that this is not true. But how many Amer- 
icans today have actually given serious consider- 
ation to their organic law? How many college 
graduates, even, have considered what is so clearly 
implied by the Tenth Amendment, saying: 


The powers not delegated to the United States by 
the Constitution, nor prohibited by it to the states, are 
reserved to the states respectively, or to the people. 


This amendment was designed to summarize 
what the original Constitution as a whole spells 
out in detail—the intent of the Founding Fathers 
to build a federal republic in which specified pow- 
ers would be delegated to the general government, 
while all powers not so delegated would be pro- 
tected from centralized usurpation. To call this 
general government the federal government in fact 
suggests that any effort to keep the federal struc- 
ture from becoming overcentralized is somehow 
antifederal. That is the reduction to absurdity. 

Regardless of what individual or collective mis- 
takes may have been made, the tragic story of 
Little Rock is in no small part attributable to the 
widespread confusion as to what constitutes our 
federal government. 

There would have been far less bitterness if it 
had been possible to emphasize the constitutional 
rather than the racial aspects of the problem. That 
the former grow more cloudy while the latter 
sharpen is not a sectional but a national concern. 
And we all contribute to the difficulty by using 
political words carelessly, sometimes even with the 
purpose of arousing passion rather than of convey- 
ing precise ideas. 
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The very next day after the Smith Brothers sub- 
mitted loss proof on their hardware store in 
Hamburg, N. Y., Hardware Mutuals check for 
$38,917.00 was delivered to them. 


“We have an efficient fire department here in Hamburg, 
New York. Minutes after the alarm was turned in, they 
sped to our hardware store in full force. But no use. 
Our stock and fixtures were completely gone... the 
building extensively damaged. 

“And mind you, this all happened on December 18th— 
the height of our Christmas rush business. We immedi- 
ately notified Hardware Mutuals. And we were mighty 
happy to see their man arrive with their check covering 
the loss on our building and stock. 

“We would have been much happier, though, had we 
gone along with Hardware Mutuals advice to take a 
Business Interruption Protection policy. This would have 
paid us for the amount of business we lost during the 


Insurance for your AUTOMOBILE...HOME... BUSINESS 


Hardware Mutuals. 


Stevens Point, Wisconsin 


Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 


‘How would you like this kind 
of Christmas rush ?2’”’ 





Photo by Richard Bockrath 


ask Frank and Albert Smith 


five profitless months the store was out of commission. 

“Tt wasn’t a very merry Christmas for us. But it did 
teach us that Hardware Mutuals representatives really 
know their business insurance.” 


The Policy Back of the Policy® 
No Business Interruption Protection ... That’s just one 
of many dangerous loopholes which may now exist in 
your business insurance program. Your Hardware 
Mutuals representative is an expert at spotting soft spots 
in this vital and complex area. Trust him to recommend 
the exact insurance program to fill your business needs. 
Careful attention to detail plays a big part 
in Hardware Mutuals nationally-known 


policy back of the policy.® 


Look in the 
Yellow Pages for 


Hardware Mutuals 





Hardware Mutuals NB 127 
200 Strongs Avenue 
Stevens Point, Wisconsin 


Name 





Street 
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This year, for the first time, 
The Franklin Institute’s coveted George R. 
Henderson Medal—awarded for achievements 
in research in railroad technology — was not 
given to an individual inventor or engineer. 
It was awarded to an association—the Associa- 


tion of American Railroads. 


This award honors the contributions made 
by the Association’s Mechanical and Engineer- 
ing Divisions to the advancement of railroad 


safety, progress and efficiency. 





RESEARCH THAT WON A MEDAL 





These contributions are reflected in 92 patents 
which have resulted from the Association's 
research, Currently, the Association has some 
96 projects under way at its research center on 
the campus of the Illinois Institute of Tech- 
nology in Chicago. And it is planning addi- 


tional facilities to expand this research. 


The railroad industry will continue its scien- 
tific research to provide transportation service 
that is constantly increasing in efficiency and 


economy. 


ASSOCIATION OF AMERICAN RAILROADS 
Washington, D. C. 














iigs\atets 


of Nation’s Business 





PHILLIPS—BLACK STAR 


WASHINGTON 
MOOD 


BY EDWARD T. FOLLIARD 


Washington reassesses strength of 
U.S. as Sputnik foreboding eases 


WHEN CHARLES E. WILSON was Secretary of 
Defense, he would sometimes get impatient if asked 
whether the Russians might be forging ahead of the 
United States in military weapons. 

“After all,” Mr. Wilson would say in effect, “the 
Russians are not 10 feet tall.” 

Mr. Wilson seemed to have a point there. It 
must be reported, however, that the Russians have 
grown mightily in the eyes of many people here in 
the past two months. This is especially true of the 
Russian scientists who have beaten us into space 
and into “the age of tomorrow.” Some of the more 
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agitated are now ready to believe that the Russians 
are capable of anything, even the establishment of 
outposts on Venus and Mars. 

Ironically, many of those who have fallen into 
this mood were once scoffers at all things Russian. 
They looked upon the Soviet Union as a primitive, 
backward nation which could never hope to com- 
pete with our own, one that had to depend upon 
spies and stolen blueprints to catch up with the 
United States on the A-bomb. 

Their chagrin in the face of Russian scientific 
triumphs inspired a sardonic bit of humor at the 
Pentagon. After Sputnik I had been launched, a 
story went the rounds that the Soviet moon 
switched its radio signal over Washington from 
“Beep, beep, beep” to “Haw, haw, haw.” 

The lofting of Sputnik II, a much larger device 
carrying a dog, evoked some humor too. However, 
it was rather feeble. By this time there was real 
concern in Washington, a sense of foreboding that 
the city had not known since Pearl Harbor. Sen- 
ate leaders hurried here to make plans for a search- 
ing inquiry into America’s missile program. 


For the first time in 12 years, it was realized, 


‘the United States was seriously challenged—per- 


haps even topped—in a field where it was supposed 
to be supreme, the technological-industrial field, 
the world of gadgets and know-how. 

For the first time, too, President Eisenhower 
was under fire in an area where his partisans had 
argued that he was without a peer—military plan- 
ning and national defense. The soldier-statesman 
was accused of having been off guard, of having 
fallen down in leadership, of putting economy 
ahead of security. 

I got the feeling, in watching and listening to 
him back in October, that President Eisenhower 
was disappointed in some of his countrymen, that 
he felt that they had gone overboard in their anx- 
iety over Russia’s scientific exploits. An optimist 
by nature, always bullish on America, he has no 
patience with those who give in to discouragement. 
One of his favorite remarks is, “Pessimism has 
never yet won a battle.” 

That he was much less upset than others about 
Russia’s war-making potential was evident in his 
remarks at news conferences. It was even more 
evident in a little talk he gave in toasting Britain’s 
Queen Elizabeth at the White House while Sputnik 
I was circling the earth. 

“The Free World’s assets are so much greater 
than those of our potential enemy (Russia),” he 
said in his toast, “that it is ridiculous to compare 
their brains, their abilities in science... with the 
combined total of the Free World... .” 

Those who felt less optimistic than the President 


_ set up a clamor that forced him to plan a series of 


speeches in which he promised to tell Americans 
why they had “a right to confidence” in the coun- 
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try’s scientific progress, its defense program, and 
its prosperity. 

The question that Washington—and doubtless 
the whole country—was asking in advance of the 
first of these speeches on Nov. 7, was this: Where 
did the United States stand with respect to the 
intercontinental ballistic missile (ICBM)? 

Russia had claimed to have such a weapon, and 
Nikita Khrushchev had boasted that it could be 
fired to any point on the earth. 

Significantly, the President did not try to match 
the Russian claim. He might have had the icBM 
in mind when he acknowledged that the Russians 
quite possibly were ahead in the development of 
some missiles. The only claim he made for an 
American ICBM was that it was in an advanced 
stage of development. 

Some time before this, in talking to reporters, 
the President conceded that the Russians might 
have a rocket powerful enough to launch an inter- 
continental ballistic missile. But he said he doubted 
that they had perfected the missile; that is, that 
they could make it go just where they wanted it to 
go—land on a target. Until they could do that, he 
said, the projectile could not really be called a 
weapon. 

e .® @ 


In the midst of the bewildering Buck Rogers 
stuff that is now filling the air, one reassuring 
thought comes from the Pentagon and the White 
House: In this tail end of 1957, the United States 
still tops Russia when it comes to delivering a 
nuclear punch. 

That is to say, our Strategic Air Command re- 
mains a far greater threat to Russia at the moment 
than anything Russia can throw at us. How long 
this will be true is, of course, conjectural. The day 
may come when, as Khrushchev says; piloted 
bombers will belong in the museum. But that day 
has not yet arrived, and our most excited alarmists 
don’t see it arriving for at least several years. 

President Eisenhower had the Strategic Air 
Command in mind, along with the striking power 
of the Navy, when he said that, although Russia 
might be ahead in some missile areas, America and 
her allies certainly had the greater over-all military 
strength. 

“Our nation has today, and has had for some 
years,” he said, “enough power in its strategic re- 
taliatory forces to bring near annihilation to the 
war-making capabilities of any other country... . 
Long-range ballistic missiles, as they exist today, 
do not cancel the destructive and deterrent power 
of our Strategic Air Force.” 

The key words here are “as they exist today.” 
The President and his advisers are assuming that 
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the Russians are not yet able to get intermediate 
and intercontinental missiles to go just where they 
want them to go. 

Our top military men acknowledge that the 
Russians might be able to use long-range missiles 
as area weapons, and thereby cause great destruc- 
tion and loss of life. But that, they say, could not 
be counted on to win a war at this stage, 
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The Russians, they insist, are not likely to start 
an all-out war unless they are reasonably certain 
that their long-range missiles or bombers can catch 
our Strategic Air Command bomber force on the 
ground and destroy it. Because, unless SAC is de- 
stroyed by accurate blows against its bases, they 
say, the Russians would seal their own doom by 
loosing the admittedly superior American bombers 
against the Soviet homeland. 

This is not only the view of the White House 
and the Pentagon; it is also the view of Sen. Stuart 
Symington of Missouri, Secretary of the Air Force 
in the Truman Administration and one of the 
harshest critics of the Eisenhower Administration 
in the matter of national defense. 

Senator Symington thinks that the United 
States is at least two years behind Russia in the 
field of long-range missiles, but he says: 

“It is fortunate for ourselves and our allies that 
the Soviets know as of today that if they dare 
launch an attack against the United States, Amer- 
ica’s Strategic Air Command can in turn destroy 
Russia. This capacity of SAc is the great current 
deterrent to an all-out war.” 

As has been said, nobody knows for certain how 
long it will be before the Russians can fire an ocean- 
crossing missile and lay it right on the target. In 
whatever time is allowed, the United States will 
not be idle. 

The American missile program, now directed by 
Dr. James R. Killian, president of the Massachu- 
setts Institute of Technology, will move full speed 
ahead, with orders from President Eisenhower to 
try and wipe out any advantage the Russians may 
have achieved. 


Our scientists and engineers will not only be 
working to develop the intercontinental ballistic 
missile; they will be striving also to perfect an anti- 
missile missile—that is, a projectile that will seek 
out and explode a long-range missile in the air. 
They are pretty confident that they will -succeed, 
too. That is why they scoff at talk about the IcBM 
being the ultimate weapon. 

In his series of speeches, President Eisenhower 
is going to devote at least one to the economic sit- 
uation. 

His view is that the economy is “taking a 
breather.” He rejects the idea that a depression is 
ahead for us, and says that it is a time for chins up. 
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Does your boiler and machinery insurance 
help prevent breakdowns? 





Travelers Boiler and Machinery insurance goes to service wherever and whenever an accident occurs. 
work for you right away. Skilled Travelers accident 
prevention and loss control experts are available at 
105 offices across the country to inspect your insured 
equipment regularly. 


The Travelers promptly pays the cost of repairing 
or replacing the damaged property. If you’ve in- 
cluded Travelers Business Interruption or Extra Ex- 
pense insurance in your program, we also pay your 

These men have an industry-wide reputation for fixed costs, continuing expenses and normal profits or 
anticipating possible equipment failures. (Over the extra expenses until your plant is back in production. 
years The Travelers has spent more than 100 million Result: your income is protected. 


dollars on accident and fire prevention services. ) For fifty years The Travelers has been underwriting 


But machines do break down. And the results are and servicing boiler and machinery risks. Why not 
often disastrous. That is why The Travelers maintains —_ put thisexperience to work for you? See your Travelers 
251 claim locations to give you quick, on-the-spot agent or broker for full details. 


YOU WILL BE WELL SERVED BY 


» THE TRAVELERS 


INSURANCE COMPANIES, HARTFORD 15, CONNECTICUT 


All forms of business and personal insurance including 
Life.» Accident « Group + Fire » Marine »« Automobile + Casualty » Bonds 
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MOBILE KARDEX offers complete mobility for Inventory... 
Personnel .. . Production .. . Credit... Ledger . . . Sales 
Records. It can be rolled right to the person or meetings 
needing information for fact-supported decisions. It offers 
instant visibility of all accounts. Signals flash pertinent facts 
where action is required ...at a glance. All posting is done 
on a flat surface at comfortable desk height. And, for vital 
records, MOBILE SAFE KARDEX 60 gives certified fire pro- 
tection at point-of-use. Why not get full particulars now! 
Write Room 2206, 315 Fourth Avenue, New York 10— 
ask for new folder KD619. 
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This 


marketing plan 


builds profits 


Examples show steps that will 
achieve more efficient selling 


WITH HIGHER BREAK-EVEN points and lower profit margins, more 
efficient selling becomes an increasing factor in profits. Fortunately, 
some things can be done right now. 

Because weakness in coordination of the many different functions of a 
business loses a lot of potential profits, improved coordination offers an 
immediate means of protecting profits without major changes or invest- 
ment all along the line. 

Coordinated marketing requires coordinated information. Executive 
management must determine where and how to sell the product to obtain 
optimum profit as well as volume. If the sales manager and the adver- 
tising manager have up-to-date information regarding what constitutes 
a profitable customer, and where this customer is located, they can ex- 
pend their sales efforts toward the profitable volume trade customers. 

Manufacturer and jobber have analogous problems. Each contends 
with wide variations in both volume per customer and profit per dollar 
of sale. 

The statements made here are based upon market research in many 
parts of the country, analysis of volume and profit patterns for products 
as different as drugs, groceries, tires, oil and gas, building materials, 
cosmetics, floor coverings, men’s furnishings, chemicals and electrical 
products; and special studies of U. S. Census of Distribution data. 

This research shows that: 

As much as half or more of the total cost of selling, handling and 
servicing was expended against customers affording little volume and 
no profit. 

These companies were under their potential with the profitable volume 
customers. A small improvement in their position would return more 
tonnage (and more profit per dollar of sale) than achieving the highest 
possible share of the business of the inherently unprofitable accounts. 

There were wide variations between the distribution of their adver- 
tising and promotion and their profitable volume market patterns. Mar- 
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keting effectiveness could be greatly increased without cost by redi- 
rection of personal selling effort and promotion to concentrate upon 
the trade customers offering the most profitable volume; and by selection 
of advertising media to cover the consumers who purchased from these 
desirable customers. 

Most companies already have the facts that could be coordinated to 
guide sales and advertising effort toward the profitable markets. Many 
factors influence profitable volume. Two of the most important are: 


> What are the specifications for a profitable transaction? For a desir- 
able customer? 


> Where is the best opportunity for desirable customers by size of com- 
munity? By geographical location? 


How well the product meets the customer’s needs in an ever changing 
market obviously affects all other points, but presumably this need not 
be emphasized. 


Profitable transactions 

What are the requirements for a profitable transaction and a profit- 
able customer? 

These are key and frequently obscure factors in profits. 

Every business is simply the repetition of a comparatively few typical 
transactions. These include: direct shipments from factory; branch 
warehouse shipments delivered from local stock; customer pick ups; 
broken package; unit package; case; carload; small orders; large orders; 
single items; multiple items; special material. 

Each type of transaction has a minimum dollar cost covering selling 
expense plus everything from the time the order is received until the 
customer’s payment is deposited in the bank—conversion to company 
order forms, editing, posting in different accounting records, credit ap- 
proval, warehousing, shipping and collection. 

Percentages or average figures for these costs are inaccurate. For 
small unit price merchandise, the minimum handling cost alone is a 
major factor in profit. It varies little for orders of a quarter of a dozen 
or a gross; ten pounds or a ton. 

For example, analysis showed the minimum dollar handling cost for 
a manufacturer of drug and toilet goods to be about $5—and more than 
60 per cent of company transactions afforded no profit or an actual loss. 

The minimum handling cost for a manufacturer of industrial supplies 
was $12, and about half of the transactions afforded no profit. 

It cost a manufacturer of grocery products $3.50 to make a direct de- 
livery; 40.5 per cent of his deliveries were unprofitable and afforded 
only 10 per cent of the volume. 

A manufacturer of electrical supplies was losing money on half of his 
transactions, breaking even on about 20 per cent—with all of the profit 
coming from 30 per cent of the transactions. 

Jobbers’ costs are usually only a little less than those of the manu- 
facturer. 

Profit dilution by high handling costs is a growing problem. Studies 
of similar types of businesses, made 20 or more years apart, show that 
minimum handling costs for typical transactions have increased sub- 
stantially in relation to customer volume of purchase. 

The so-called small order problem is not new. Much has been done 
about it, particularly in packaging and pricing. In many cases, however, 
it has not been studied in proper perspective against a framework of all 
the factors creating the condition. 

After determining the dollar cost of typical transactions the next step 
is to trace unprofitable ones to their source. 

Profit per dollar of sale is influenced by: 


> What customers buy, the mix of items with varying mark-ups, 
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> How much they buy, total volume. 
> How they buy, frequency and size of orders. 
In turn, how they buy is influenced by: 
>» Where they are, availability of sources of supply. 
> Credit. 


The importance of specific answers to such questions was shown by 
a study of the purchases of two customers who bought practically the 
same volume of goods from a certain manufacturer. 

One customer was a secondary dealer in a large city with the ware- 
houses of many manufacturers and jobbers easily available. He kept 
stocks as low as possible. It was easy to call a supplier in the morning 
and ask for quick delivery. 

The other customer was one of the better merchants in a local trading 
center of 10,000 population more than 100 miles away. He placed reg- 
ular stock orders and asked for few rush shipments. 

In the manufacturer’s opinion the first dealer was more active and 
more profitable than the second. Sales records showed salesmen’s time 
and traveling expense, but handling cost was averaged and not allo- 
cated by customers. 

When the average and percentage cost were replaced by actual dollar 
costs, however, a different picture appeared. Analysis showed that the 
first customer’s 283 orders brought in a dollar purchase total of $5,650, 
and that actual dollar costs to the manufacturer totaled $900. For the 
second customer, with 59 orders valued at $5,530, cost to the manufac- 
turer was only $213. 

It became clear to the manufacturer that the operating profit for the 
second customer was $925 as against $226 for the first. The larger ex- 
pense for salesmen’s time and travel to sell him was more than compen- 
sated by larger sales per call and lower handling costs. 

Neither volume nor size is synonymous with profit. Studies of many 
different types of businesses, manufacturer and jobber, have developed 
definite market patterns of volume and profit. These can be defined by 
size and type of customer; by size of community and geographical 
location. Once defined these basic patterns change slowly and in degree 
but not in principle. 

Basically these studies show that as the total volume of business de- 
clines—the sale per call goes down, handling costs per dollar of sale go 
up—profit per dollar of sales decreases very fast. Customers whose total 
purchases are small are likely to order even more frequently than large 
customers because they keep stocks inadequate for credit reasons. 

The proportion of unprofitable outlets varies for different products, 
but is higher than most sales records indicate. For the companies studied, 
half or more of the larger city outlets were unprofitable. As high as 
three quarters were unprofitable for a manufacturer of house furnishings 
and also for a manufacturer of toilet goods selling direct to retail outlets. 

The proportions changed little by size of community. 

Usually, some transactions from all sizes and types of customers are 
unprofitable. However, some customers are inherently profitable and 
some unprofitable. Unprofitable business should be recognized and, if 
accepted, taken as a matter of policy rather than because of ignorance. 

Some currently unprofitable accounts can be salvaged. Changes in 
methods of distribution, packaging and pricing have helped. In one case 
analyzed, the customer was buying a substantial total volume but was 
still unprofitable—sending in a flood of small orders and telephoning for 
emergency special truck shipments. 

Credit was sound and he had been growing rapidly. The fault was 
internal inefficiency—lack of inventory controls, haphazard ordering 
methods and failure to estimate (continued on page 48) 
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A_DESTRABLE 





CUSTOMER 





Not only how much 
he buys, but 


What he buys ~- 


the mix of items with 
varying mark-ups 


How he buys ~- 


the frequency and 
size of orders 







HOW YOU FIND HIM 








Cost accounting to 
establish specifications 
for a profitable customer 





Sales and market 
analysis to locate him 
geographically and by 
size of community 
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HOW BUSINESS 
MEETS 
MONEY NEEDS 





NEw STUDIES suggest that changes 
in interest rates may well have little 
effect on business borrowing and in- 
vestment. 

This is one of the findings devel- 
oped when the Survey Research 
Center of the University of Michi- 
gan applied to a study of business 
motives, attitudes and decision-mak- 
ing procedures, some of the methods 
perfected through its extensive ex- 
perience with consumer surveys. 

In the past most business research 
has consisted in obtaining and ana- 
lyzing more and more business rec- 
ords. The people who direct busi- 
ness enterprises were disregarded. 
Their knowledge, their motives, their 
attitudes and expectations, and their 
methods of procedure in making de- 
cisions have been considered to be 
intangibles, outside the scope of sci- 
entific studies. 

The Survey Research Center in 
its business survey used a different 
technique: 

Representative samples of med- 
ium-size and large business firms were 
compiled, and interviews lasting two 
to four hours were conducted with 


New study of motives, attitudes and 
procedures shows factors that enter 
into solutions of financial problems 


By George Katona Survey Research Center, University of Michigan 


top executives of the selected firms. 
Financial decisions and _ practices 
were discussed in the interviews. 
Data were obtained on the frequency 
of certain business practices as well 
as motives, opinions and expecta- 
tions. Descriptive material was col- 
lected to add to the understanding 
of the interaction between attitudes 
and behavior. 

Two representative samples were 
drawn, one for firms of $1 million to 
$9 million net worth, and one for 
firms of roughly $10 million net 
worth or more. Financial firms, such 
as banks and insurance companies, 
were not included. 

Studying whether rising interest 
rates restrict business borrowing and 
investment is, of course, much nar- 
rower than inquiring whether mon- 
etary policy is an effective weapon 
against inflation. 

First, the study was not concerned 
with the effects of rising interest 
rates on consumers and governments. 
In passing it may be mentioned, 
however, that recent consumer stud- 
ies cast considerable doubt on the 
opinion that higher interest rates 








Interviews with 250 top business executives on factors in finan- 
cial decision-making provided Prof. George Katona with material 
for his recently published book, “Business Looks At Banks” (The 
University of Michigan Press, $5). Collaborating with Professor 
Katona, director of the economics program at the Survey Research 
Center, were Albert Lauterbach and Stanley Steinkamp. From his 
study of business behavior, Professor Katona prepared the accom- 
panying article for NATION’S BUSINESS. 
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greatly stimulate family saving. 
Similarly, it appears doubtful that 
a small increase in costs makes 
many consumers abstain from in- 
stallment buying, while it appears 
probable that rising interest rates 
do influence mortgage borrowing 
and therefore purchases of homes. 

Second, we exclude from consid- 
eration the recent indications that 
the internal liquid funds of many 
firms have become less ample. Be- 
cause internal funds are the princi- 
pal sources of business investment, 
investment activity may decline ir- 
respective of what happens to inter- 
est rates. 

Finally, we are not concerned here 
with the effects of substantial jumps 
in interest rates, or of unavailability 
of money when would-be business 
borrowers are turned down flatly. 
The recent changes in the cost of 
borrowing can hardly be regarded 
as large changes; because of corpora- 
tion income taxes, only one half of 
the increase in interest is felt as an 
effective burden. Our studies have 
been restricted to large and medium- 
size firms for which credit has not 
become unavailable. We have no 
data on the effects of tight money 
on small business. 

Yet, in analyzing the impact of 
moderate increases in interest rates 
on large business firms, the new study 
casts doubt on the general validity of 
the classic economic proposition 
that “the higher the interest rate, 
the smaller the volume of business 
borrowing.” 

The study revealed that many 
business executives have deep-seated 
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convictions about borrowing from 
banks which appeared to influence 
their practices and which hardly 


change in the short run due to Business LA REABLOLSS 


changes in interest rates. 
Four types of convictions of atti- ; 

tudes were found to be common to- toward borrowing 

day among American businessmen. 

The first of these was found to be 

closely related to not borrowing from 

banks. é , 
Approximately one fourth of med- 

ium-size as well as large firms have : 

not borrowed from banks since j DE BT 

World War II. Many of these firms 

have what they call ample liquid ; | 

funds and their executives say that > 

they need no external funds. Yet AV EVo\iab itucel-me Comp ole) ele uuehympeneyeol e)-tel <cm 


need for funds is not absolute; some =n i 
executives constantly search for new Some say they neéd no external 


projects and thus discover addi- + 
tional uses for funds, while other : funds, others find debt abhorrent 


executives perceive no uses for funds 
and therefore do not need to borrow. 

In the most extreme cases abhor- ie a 
rence of debt was the underlying ] | 
reason for the policy of not borrow- “a t 
ing. Often the father and grandfather Lea : 
of the present owner or president, or 


his predecessor, established a tradi- | | 


tion which is often expressed by . 
nin “hh a a” + ; Some feel bank credit use should be 


“Debt means dependence.” Those Si ass § ead 
who use internal funds only feel that only short term, and self liquidating ? 
they have fewer problems and are ‘Poa for inventories, financing sales 
freer in their actions. ‘ss 
Another substantial proportion of 
business executives holds that bank 
credit, being short-term credit, can 
and should be used exclusively for 
short-term, self-liquidating purposes. 
Seasonal credit, especially to build 
up or carry inventories, is accepted (Sx 
as a natural and justified use of ex- HES 
ternal funds. Similarly, bank credit 
may serve to finance sales or credit : ‘ 
to customers, for instance through SO Wolive -sueltheMeleuneli/-w ie] 


discounting receivables. Executives Rintneti f al 
holding such opinions usually re- anticipation of accru 


strict the use of bank credit to what 4 
is called providing working capital. , O™~ of pernal funds from 
Borrowing from banks for this pur- depreciation reserves, 
pose often becomes a matter of rou- ee 

tine which does not require approval undistributed profits 
by the board of directors. 

Willingness to borrow only for 
short-term purposes implies that cer- 
tain funds are segregated and ear- 
marked for specific purposes. 

A third basic attitude is that bor- 
rowing from banks should be re- 
sorted to in anticipation of accrual 
of internal funds from depreciation 
reserves and undistributed profits 
and should enable the corporation 
to make expenditures ahead of that 
accrual of funds (or ahead of long- 


term financing). ‘ “ ; 
This attitude often justifies the Executives who believe ‘‘Business 


use of short-term bank credit for : ° : ? 
long-term purposes. Distinctions be- consists In sce other people ° 


tween short- and -long-term funds money” borrow for investment 
(continued on page 69) 
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1958 will mateh 1957 


Businessmen tell Nation’s Business their 


views on profits, sales, costs, prices, jobs 


MOST BUSINESSMEN expect 1958 to be a good 
year for the U. S. economy. 

That’s indicated by the results of a NATION’S 
BuSINEss poll of several hundred executives in 
key positions in a wide variety of industries. 

The majority of the men taking part in the sur- 
vey look for conditions in their lines to be better in 
1958 than they have been in 1957, or at least as 
good. 

Here are some other important findings: 


>» Sixty-nine per cent of the survey participants 
anticipate a one to 20 per cent increase in their 
companies’ sales in the year ahead. 


> Eighty per cent expect employment in their firms 
to rise or to continue at present levels. 


> Eighty-five per cent say their firms will spend to 
expand productive capacity in 1958. 


The survey also covered the views of business 
leaders on such questions as the outlook for labor 
wage rates, profit per dollar of sales, obstacles to 
business expansion, and growth prospects for their 
industries over the next five years. 

While the views of the individual executives 
vary somewhat, most of those taking part agree 
that excessive taxation, inflation, relentless union 
pressures for wage increases and the scarcity of 
capital are the biggest roadblocks to business 
growth at this time. 

The optimism which the survey reveals is in 
rather sharp contrast with some recent gloomy 
predictions about the level of business in the year 
starting next month. 

The survey participants were asked to answer 
13 questions. The questions applied to the man’s 
own company or, where indicated, to his industry. 

The executives contacted are in the following 
fields: manufacturing, retailing and wholesaling, 
construction, transportation, communications, util- 
ities, finance and insurance, mining, and services. 
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Almost 75 per cent of the participating execu- 
tives were presidents, vice presidents or board 
chairmen. 

Others included vice president-treasurers, comp- 
trollers, assistant comptrollers, general managers, 
economists, secretaries, controllers, and assistant 
secretaries. 

In the text which follows you will find a sum- 
mary of the answers to each of the 13 questions. 


1 Industry conditions will be 


BETTER THAN ‘57 ABOUT THE SAME _—=NOT_AS GOOD 
34° 49° 17° 


The majority of executives see conditions in their in- 
dustries improving or continuing at about present 
levels througl. 1958. 

In manufacturing, response is divided almost equal- 
ly between those who see improvement next year and 
those who expect conditions to be about the same. __ 

The same can be said of responses from executives 
in the fields of finance and insurance, wholesale trade, 
utilities, transportation and mining. 

In three industries—mining, communications, gas 
and electric utilities—nearly everyone sees 1958 turn- 
ing out as good as or better than 1957. 

Of those who believe business will turn down next 
year most are in manufacturing. 

(An interesting feature of the survey is the fact that 
it shows that even within a single industry opinion is 
diverse. ) 

No executives in the fields of service, construction 
or retail trade indicated that they expect conditions 
in their industries to be better in 1958 than they have 
been this year. All replying from these fields expected 
58 to be about as good or a little worse. 
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: 2 Company sales will 


REMAIN ABOUT SAME DECREASE 
o/ o/ 
4 i , 5 | 9 ’ 


Confidence dominates the outlook for sales. 

In manufacturing, most respondents look for sales 
to increase next year. 

In finance and insurance, all replies indicate sales 
will rise in 1958, none anticipate a decrease or con- 
tinuation at present levels. 

In mining, expectations are divided almost equally 
among the three categories. 

In transportation, none foresee a decrease in sales. 
Answers for this industry are divided almost equally 
between an increase and retention of this year’s level. 

Response was light from the communications field. 
Those who replied expect a sales increase. This also 
was the case for utilities. 

In construction, none expect a sales increase and 
response was divided about equally between a decrease 
and continuation of the current level. 

Most retailers predict an increase in sales in 1958. 
The same is true of wholesale trade and the service 
field. 

Average indicated increase: 7.14 per cent. 

Average indicated decrease: 10.1 per cent. 


INCREASE 
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se Employment in 1958 will 


26 54 20 





Most executives taking part in the poll expect em- 
ployment in their companies to continue at about the 
1957 level. 

In manufacturing, replies were divided fairly equal- 
ly among all three answers, with the majority fore- 
casting that employment either will remain about 
the same or decline. 

Executives in finance and insurance are about even- 
ly split in predictions that employment in their firms 
will rise or remain about the same. 

In mining, most expect no change in employment. 

In transportation, there is an almost even split 
among the three suggested choices. 

Response from the communications field is entirely 
for an increase in employment. 

Utility and construction officials see no change. 

Retailers divided their answers among all three 
possibilities. 

In wholesaling response was fairly even for all cate- 
gories. All respondents in the service field foresee em- 
ployment continuing at the present level. 

Average anticipated increase: 4.48 per cent. 
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ra Will vou sper nd t to 


expand capacit 


85 


Plans to invest in expansion of productive capacity 
are a good measure of business confidence in the 
long-term future. 

The NATION’S BUSINESS survey shows that most 
businesses have such plans, and will be carrying them 
forward in 1958. 

In manufacturing an overwhelming majority of ex- 
ecutives replying state that their companies will spend 
to expand capacity. 

The same is true of executives in finance and insur- 
ance, mining, transportation, communications, util- 
ities, construction, retail trade, wholesale trade, and 
services. 

Looking ahead to next year, government officials 
estimate that industry spending for plant and equip- 
ment will taper off somewhat. 

Such expenditures in 1957 are expected to total 
about $37 billion. That will compare with $35 billion 
in 1956 and $28.7 billion in 1955. 

On page 38 you will find a discussion of the capital 
spending outlook by Frederick H. Mueller, assistant 
secretary of commerce for domestic affairs. 
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e Will tight money affect 
your expansion plans? 


NO EFFECT WILL CUT SIZE OF PLANNED OUTLAY 
97 3 


Tight money—the scarcity of risk capital—did not 
loom as much of a problem, even before the Federal 
Reserve Board’s recent move to relax credit. 

The only industries in which executives felt that 
tight money might cut back the size of their planned 
expenditures were manufacturing, transportation, 
construction, retail trade and wholesale trade. 

Even in these industries—except construction— 
only a small percentage of executives saw tight 
money as a problem, compared with executives in 
the same industries who predicted no effect as a 
result of tight money. 

In construction the returns were divided equally 
between those who felt that the capital situation 
would have no effect on their plans for expansion 
in 1958, and those who believed that tight money 
would force cutbacks. : 

Those who were affected by tight money regarded 
it as a serious roadblock, as shown in another section 
of this survey (page 37). In surveys by NATION’S 
BUSINESS a year ago and in mid 1957 tight money 
emerged as a big problem. 
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@) Price of our products 


or services will 
DECLINE 
0 


RISE TAY ASOUT SAME 
‘ O ow A Cy 


In manufacturing, response is divided almost equally 
between a price increase and continuation of present 
levels. About three per cent expect a decline. 

In finance and insurance most respondents predict 
continuation of the present price level through 1958. 
One per cent anticipates a decline. 

In mining, opinion is weighted heavily on the side 
of prices remaining at their present level. 

Replies from the transportation industry split three 
ways. Most expect a rise; a somewhat smaller per- 
centage foresee extension of the present level. 

In communications a price rise is expected. 

In gas and electric utilities all respondents predict 
continuation of price levels at about the 1957 level. 

In construction replies are divided equally between 
a rise and continuation of the present level of prices. 

In retail trade most executives expect the price 
level to remain about the same. None foresee a decline. 

In wholesale trade and the service field all forecast 
a continuation of prices at about the present level. 

Average estimated price increase: 3.68 per cent. 

Average estimated price decline: 2.33 per cent. 


y Our profit per dolla 


r of sales will 


28 51 21 


8 Our labor costs will 


This question was aimed at labor costs, not just wage 
rates. 

Most company officials expect costs to rise. 

In manufacturing the majority look for a rise in la- 
bor costs. Some foresee about the same level. Very few 
expect a drop. 

In finance and insurance, response is heavily on the 
side of a rise in labor costs. None anticipate a decline, 
and only a small percentage expects about the same 
level as 1957. 

In mining most executives see a rise. None expect 
a decline. 

In transportation and in communications all fore- 
cast an increase. 

In the utilities field response is split between an in- 
crease and retention of the present level. 

In construction all respondents predict an increase. 

In the retail trade field most men look for a rise. 
No one anticipates a decline. 

In wholesale trade response is divided almost evenly 
between a rise and continuation of the 1957 level. 

In services the same is true. 





G Will you start a cost- 
cutting program in 758? 


YES ne) 


82° 18° 





Most executives look for their companies’ profit per 
dollar of sales to remain about the same in 1958. 

In manufacturing there is an almost even split be- 
tween a rise and a continuation of profit per dollar of 
sales at about the 1957 level. A few forecast a decline. 

In finance and insurance most expect “about the 
same,” with a split between the other choices. 

In mining none foresee a decline; most, a rise. 

In transportation most expect profit per dollar of 
sales to stay about the same as 1957. Second choice 
is for a rise. Eleven per cent look for a decline. 

In communications the outlook is for a rise. 

In the utility field all executives predict a rise. 

In construction most men expect about the same. 

Retailers predict continuation of profit per dollar of 
sales at about the same level as in 1957. Others divide 
almost equally between a rise and a drop. 

In the wholesale trade field the majority predict 
about the same level. 

In services opinion is almost equally divided be- 
tween those anticipating a decline and those who ex- 
pect conditions to remain about the same. 
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Evidence of the profit squeeze is reflected in the high 
number of responses indicating that cost-cutting meas- 
ures will be put into effect next year. 

The recent downturn in some lines of business has 
stimulated interest in cost-reduction programs gener- 
ally. (See “Here’s Way to Cut Costs,” NATION’S 
BUSINESS, May, 1957.) 

In manufacturing, about 75 per cent say their com- 
panies will institute a cost-reduction program. 

In finance and insurance, the replies are divided 
between plans to institute such programs, and no 
plans. 

In mining only a small percentage say their firms 
will move to reduce costs through special programs. 

In transportation most executives say cost-cutting 
programs will be instituted. 

In communications all replying say such programs 
are in the works. 

In utilities, construction, services, and retail trade 
all plan cost-cutting moves. 

In wholesale trade all but a small percentage pian 
to launch special economy drives. 
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Replies to this question point up the growing belief in 
industry that a company makes its own future through 
what it puts now into research and development of 
new products or processes. 

(Because some companies say spending for research 
and development is a factor not applicable to them, 
the answers do not add to 100 per cent.) 

In manufacturing those executives who see research 
and development as something that affects their firms 
say, for the most part, that they will spend more in 
1958 for this item than they did this year. 

In finance and insurance most say their companies 
will spend about the same. None see a drop. 

In mining answers are split among the choices. 

Most transportation officials expect to spend about 
the same next year. None expect to spend less. 

In communications all expect to spend more. 

In the utilities field response is divided equally be- 
tween those who expect to spend more and the same. 
In other categories response is divided fairly evenly 
between an increase over 1957, or about the same. 
None plans to spend less. 


1 By how much will your 
industry expand its volume 
over the next five years? 


1 TO 15% 16% OR MORE 
O/ oO 


Most executives in the manufacturing field look for 
the volume of their industries to increase by from six 
to 20 per cent in the next five years. 

In finance and insurance most respondents say their 
volume will mount by from 11 to 20 per cent. 

In mining there is a broadened division in the esti- 
mates—from six per cent to more than 31 per cent. 
The largest single segment for this industry: 16 to 20 
per cent volume increase. 

There was no response from communications on 
this question. 

The utilities anticipate volume growth exceeding 
31 per cent. 

Construction executives forecast increases of from 
one to 15 per cent. 

Most retail trade executives feel their volume in- 
crease will fall into the range of from one to 20 per 
cent. 

All wholesale trade respondents say 16 per cent or 
better. 

In services the estimates range from 11 to 20 per 
cent. 
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1 2 What one roadblock, if removed, 
would be most helpful 
in expanding your business? 


Answers to this question range all over the lot. 

But a number of factors—notably excessive taxa- 
tion, tight money, inflation, curbs on unions and per- 
sonnel scarcities—are mentioned frequently. 

One respondent, president of a machinery manufac- 
turing concern, combines two problems into one: ““The 
biggest single roadblock to expansion in our business,” 
he says, “is the need for stable labor conditions that 
would halt continued inflation.” 

“Tight money and recessive psychology” is the re- 
sponse of an executive vice president of a heavy dura- 
ble goods manufacturing company. 

The chairman of an automatic merchandising firm 
blames ‘“‘extremely wasteful government spending.” 

The president of a railroad cites the “lack of oppor- 
tunity of doing business on equal terms with compet- 
ing transportation agencies.” 

Inflation is a predominant worry of insurance men. 

The secretary and general manager of a general 
contracting firm says the biggest roadblock to expan- 
sion of his firm’s business is “The high cost of money 
and in many instances the non-availability of money.” 


Here, as in the previous question, responses vary 
widely according to the respondent’s position, his in- 
dustry and his firm’s position in an industry. 

Many executives, however, agree that finding and 
developing competent managerial and technical per- 
sonnel for their companies will be perhaps their big- 
gest problem in the coming year. 

The president of a hotel chain says his biggest head- 
ache will be “fighting increased labor costs.” 

The vice president-controller of a utility answers: 
“Limiting wage increases to productivity gain.” 

“Selling our securities at an adequate price,” is the 
reply of the president of a telephone company. 

A vice president of a life insurance company an- 
swers: “In my own area (investments) the biggest 
problem will be the estimating and stabilizing of cash 
flow and its allocation into various channels.” 

Expense and cost control are mentioned by a num- 
ber of executives in different lines. 

The most interesting answer is given by the treas- 
urer of an apparel manufacturing company. He says: 
“My biggest personal problem will be staying alive.” 
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Mr. Mueller, what is the business 
outlook? 


The outlook, in my opinion, is not 
nearly as gloomy as some business- 
men seem to think. There are prob- 
lems ahead for many companies; 
that’s true. But business, over all, is 
really determined in the final analy- 
sis by what is sold over the counter 
—total retail sales and services. 

Retail business is appreciably 

ahead of last year. Even allowing for 

price increases, we are still ahead, 

volumewise. That certainly doesn’t 

indicate a drop-off in demand for 
goods and services. 


Do you expect that to continue 
ree through 1958? 


Granting a continuance of high 
employment at high wages, yes, 
that’s what we expect. At the mo- 


ment I think we are having a side- 
: wise movement. But again I refer to 
the fact that retail trade has kept up 
at a tremendous rate. People are 
employed at the highest wages they 
have ever had and more of them are 
r R c working. 
Washington official discusses prospects _ From the planning viewpoint, the 
rate of capital spending for business 
2 « expansion has tapered off, but the 
for business, tax cuts, federal spending’ actual volume is still near the peak. 
There are areas and industries 
that are affected and it is hard to 
talk optimism to people in those in- 


fits 


Something dramatic placed 
on the market could help 
buoy up the whole economy 
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A Nation’s Business interview with Prospect of tax reduction 


FREDERICK H. MUELLER could be a good stimulus 
] tant Secretary of Commerce for Domestie A ffairs to economic pragress 
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dustries when they have not reaped 
the benefit of prosperity. 

If, however, further cutbacks 
should decrease employment in 
1958, you may see a drop in the rate 
of spending. But we do not expect a 
material decrease in employment. 

Economists from all categories of 
business, discussing the outlook here 
in Washington with me, are about 
equally divided as to whether there 
will be a downward movement in 
1958 or an upward movement. I 
look for a small increase in total 
volume. The economy is in such a 
situation that, if something dramat- 
ic were introduced, it could quickly 
cause a big upturn in business. 

For instance, a revolutionary new 
car could cause a rush to buy. A 
really fine color television set at the 
present price of black and white sets 
might help to do the same thing. 
This, in turn, could cause other sec- 
tors of the economy to raise their 
sights. I use these merely as ex- 
amples—no criticism of the automo- 
bile or television business is intended. 

The point is this: If something 
dramatic were to be placed on the 
market, the rush to buy could buoy 
up the whole economy and spark a 
new boom. 


Have we reached the peak of the 
present inflationary trend? 


I think inflation has been arrested 


We're doing all we can to 
see that government doesn't 


interfere with business 


for the time being. The long-range 
outlook in the minds of some people 
is that creeping inflation will con- 
tinue. I hope that we have arrested 
it so that we can adjust values. It is 
disturbing and discouraging to peo- 
ple who have been conservative over 
the years to find that the value of 
the money they thought they had 
saved has gone down in purchasing 
power. 


Is there a possibility of more 
creeping inflation in the years 
ahead? 


There is a possibility. But, bar- 
ring war or an emergency of that 
character, I doubt if we shall see 
any tremendous upsurge of infla- 
tionary pressures. 


In the event of a serious downturn 
next year, what would the govern- 
ment do? 


In my opinion a tax cut would be 
a most probable antirecession stimu- 
lant. It certainly would be one of 
the factors that would create new 
confidence. I do not believe, how- 
ever, that we are going to have what 
I would call a recession. 


Do you see prospects for any re- 
cession of magnitude as far ahead 
as you can see? 


Let’s put it this way. Business al- 
ways has its ups and downs. I don’t 


Union leaders must recog- 
nize what profit and loss 
system means to economy 


It would be absolute folly 
even to consider a 35-hour 
work week at this time 
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think you can be Pollyanna and, 
looking as far ahead as you can see, 
say that business will always in- 
crease at a constant rate. You have 
different situations in different in- 
dustries. It’s hard for anyone to say 
that a product or service which is 
profitable today will continue prof- 
itable all the time—it may even be 
displaced. 

But on the whole—over the long 
range, with ups and downs—the 
trend is upward. In my opinion, 
recessions—if they can be called 
that—are more likely to be sidewise 
movements rather than downturns. 


Do you see prospects for a tax cut 
in the near future? 


If that question had been asked 
of me earlier this fall the answer 
would have been yes—but subse- 
quent events have possibly changed 
the situation. 

We have an expanding economy— 
an expanding economy at a high 
level of wages and profits producing 
more taxes. 

I have thought that even at lower 
rates we could have the same, if not 
greater, tax income. 

Moreover, I believe that the pros- 
pect for tax reduction would be a 
considerable stimulus to economic 
progress which in turn would create 
additional business. 

However, this may be risky to 
undertake under present urgent de- 
mands for adequate defense. 


Do you expect plant and equipment 
spending to continue at $37 billion 
or higher during 1958? 


That is difficult to determine at 
this time. Spending for new plant 
and equipment in 1955 was $28.7 
billion. It was $35 billion last year 
and will average about $37 billion 
this year. 

New technology and new methods 
as well as replacement of worn-out 
facilities will still require large in- 
vestments—how much I can’t an- 
swer definitely, but it will probably 
taper off for the immediate future. 


Do you think industry has over- 
spent for expansion? 


Possibly in certain fields, but on 
the whole, no. 

Looking just a few years ahead we 
see a tremendous expansion in busi- 
ness. With that expansion, these fa- 
cilities are going to be needed. 


How do you account for this un- 
certainty? 


Probably because of at least two 
factors. 

1. The cost of money has deferred 
some programs—plans deferred with 
the hope that in the next few months 
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NEXT BOOM 


continued 


or in the next year or so rates might 
be a little lower. On that basis the 
costs over a long period would be 
less. 

2. The other factor is a normal 
caution because of the individual’s 
own outlook on the immediate fu- 
ture and probably the desire to con- 
serve the present situation. 


Has the profit squeeze had any- 
thing to do with that? 


Apparently it has. The fact is that 
profits as such have not increased 
over the years as other factors in our 
economy have increased. We are do- 
ing more and more business and yet 
the total profits of the economy have 
not increased. 

Profits as a proportion of national 
income have actually declined. 


Will the profit squeeze continue? 


I believe that the economies that 
are indicated by automation and 
other cost-saving techniques -will 
bring about a return to a better prof- 
it ratio. That may be a long time off. 
We must have profits in our economy 
in order to increase our plant capac- 
ity for the great surge that will come 
when the new crop of children comes 
to marriageable age. 

I can’t see anything but a tre- 
mendous upsurge three or four years 
from now. 


This upsurge will be due to popu- 
lation growth? 


And also to research. A large pro- 
portion of our production is of things 
that were more or less unknown 25 
years ago and to some extent 10 
years ago. Those materials or prod- 
ucts have been developed as a result 
of research. 

In the past five years we have 
spent more money in research than 
we did in the previous 20 years. 

Research iis a long lead-time proc- 
ess. It takes years to get the results 
of research into production so that, 
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if the past is any indication of the fu- 
ture, the results of the research of the 
past five years will be tremendous in 
the next 10 years. 

Today people are more and more 
research minded, not only basic and 
product research but research into 
marketing methods determining the 
most efficient manner of distributing 
the goods of our factories. 

Therefore, a company caught ina 
profit squeeze could improve its 
prospects for better profits in the fu- 
ture by getting into research, finding 
new products and new uses, as well 
as new processes. 

You were in the furniture manufac- 
turing business. Can you apply this 
to that business? 


Most of the furniture plants of the 
country are small. They have not felt 
it possible to spend any large amount 
in research individually. However, 
through the National Association of 
Furniture Manufacturers, they have 
cooperatively conducted research on 
better machinery, better processing, 
better gluing methods, better finish- 
ing. They have enlisted the aid of 
several universities such as the Uni- 
versity of Michigan, the University 
of North Carolina, and their labo- 
ratories and techniques. 


No business, then, needs to lack 
research? 


That’s right. It is my contention 
that every business organization, no 
matter what its size, should devote 
some time to research in its broad 
sense. Every organization should be 
thinking about how it can improve 
itself, how it can better its products 
or its services. Someone should be 
thinking about that, creatively. 
With wage costs rising, profit mar- 
gins declining, taxes high, how can 
business find the money to finance 
research? 

Research is an expense and comes 
out of operating expenses before 
taxes. Different types of business re- 
quire a different degree of research. 
For instance, in the pharmaceutical 
field or the chemical field anyone 
will recognize that a considerable 
portion of income should be spent 
for research. 

An economist for a pharmaceuti- 
cal concern told me recently that, 10 
years from now, 75 per cent of their 
business will be in products un- 
known today. 

You can go to the other extreme 
and say, what research can a retail 
store conduct? Display, sales tech- 
niques, instruction of the sales force. 
You may say that is not research. 
Well, it is a result of research -by 
larger organizations of one kind or 
another which are more than willing 
to be of help. 





Mr. Mueller, what will happen to 
government spending in the year 
ahead? 


There is a determined effort in this 
Administration to hold spending at 
no more than its present level. 

We are now preparing the 1959 
budget for the President. He will 
present it to Congress in January. 
We are making every effort, scruti- 
nizing every item, to hold spending 
down. One thing, however, must be 
remembered: Large amounts of the 
money the Administration spends 
are beyond our control. I refer to in- 
terest on the debt, the farm program, 
veterans benefits, and other pro- 
grams. 


Will funds for research other than 
missiles be curtailed? 


No, I rather feel that research will 
be given even greater emphasis. The 
missile field is not necessarily the 
ultimate. We shouldn’t lose sight of 
the fact that there are other areas 
where research should continue at 
the same rate and even at an aug- 
mented rate. 

I am a great believer in research. 
I think it is the greatest thing that 
we have to insure progress. 


How much budget surplus do you 
think would be required to justify 
a tax cut? 


Conservatively, of course, we must 
be assured that we are going to bal- 
ance the budget. 

I think that has been one of the 
great things that the Eisenhower 
Administration has done. 

The budget is balanced and has 
been for several years. That has 
helped create optimism and has been 
one of the reasons for the tremen- 
dous growth. 

In my own opinion the prospect of 
a tax cut, whether there is a signifi- 
cant surplus or not, will give the 
stimulus that will make a larger sur- 
plus possible. 


Will the government undertake any 
programs calculated to bolster de- 
pressed industries or depressed 
geographic areas? 


We have a program that is aimed 
to help local areas help themselves 
—mainly by inventorying their as- 
sets and potentialities and then 
“selling” their communities to in- 
dustry. 

It is our objective to augment this 
program. 

I believe the chief federal re- 
sponsibility is to maintain a favor- 
able climate. I have great faith in the 
individual American businessman, 
his ingenuity and his ability. I don’t 
think that industry wants to be 

(continued on page 92) 
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Sen. McClellan 
weighs labor 
probe impact 


Senate investigator sizes up 
what his committee is uncover- 
ing and what you can look for 


An exclusive interview with SEN. JOHN 


Senator McClellan, what do you consider to be the 
most significant types of improper activities re- 
vealed by the Senate committee so far? 

There are many: 

The lack of democratic processes in the governing 
authority and administration of union funds. 

Misuse of union funds (including pension and wel- 
fare funds) by appropriating them to nonunion pur- 
poses, often for personal use and profit by union offi- 
cials. This includes raiding the union treasury by 
withdrawing and spending large sums of cash without 
obtaining vouchers, invoices or receipts, and simply 
charging them to organizational expenses. 

Extortion, collusion and bribery—selling protection 
to management; granting favorable or “sweetheart” 
contracts, and compelling payoffs to crooked union 
officials. This is frequently accomplished by black- 
mail or a form of organizational picketing. 

Coercion and intimidation, use of violence, injury 
to property and persons, and threats of physical harm 
to employers or members of their families. (This is 
the area in which paid goons and thugs operate.) 

The imposing of trusteeships on local unions and 
continuing them indefinitely, frequently naming unre- 
formed ex-convicts and known criminals as officials, 
business managers, or trustees of local unions. 

The calling of strikes or making sweetheart con- 
tracts without a vote or approval of union members. 

Secondary boycotts. 

What kind of legislation do you feel is needed to 
correct the situation? 

Legislation is needed in all of these areas, the speci- 
fications or details of which cannot be spelled out in 
this brief reply. 

How and when will your committee make its report 
or findings? Will it recommend specific legislation? 
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Chairman, Select Committee on 
L. McCLELLAN impeoper Activities in the Labor 
or Management field 


The committee expects to make an interim report 
next January. It hopes to recommend specific legisla- 
tion in some of the aforementioned areas at that time. 
Will legislation definitely be passed next session? 

Yes—not all that may be desired or advisable, but 
surely some progress will be made. 

Could you summarize the ground your committee 
has covered thus far and what activities you plan 
to cover in the future? 

The committee has inquired into but has not con- 
cluded its investigation in these fields: 

Labor-management collusion. Undemocratic union 
practices. Misuse of union funds. Control of labor or- 
ganizations by racketeers. Extortion, robbery, violence, 
bribery and organizational picketing. Phony locals 
and improper activities by management to prevent 
organization. 

The committee plans to inquire later into political 
activities and the use of union funds for that purpose. 
How long will it take the Senate committee to com- 
plete its work? 

The committee will not “complete” its work, but 
we shall try to conclude its work in 1958. 

Would you favor a permanent committee of this 
kind as a sort of watchdog? 

The committee may, in its final report, recommend 
the establishment of a permanent committee vested 
with continuing investigative powers. 

What can union members and other employes do to 
protect their interests? 

Attend union meetings and report to their inter- 
national officers and to some agency designated by 
Congress any improper actions of their officers. 

How can unions and union officials help correct the 
situation? 


I think all unions should (continued on page 87) 
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PINpoint 
personnel 


strength 


Organized program to review 


managers at all levels helps 


both the men and the company 


A CONTINUING REVIEW of your 
company’s human resources will 
strengthen the entire organization, 
now and in the future. 

A major manufacturing company 
has developed a program for periodic 
review of its managerial staff that 
gives promise of going a long way 
toward assuring fulfillment of these 
two goals: 


> The fullest development of the in- 
dividual, to his and the company’s 
benefit. 


> Efficient performance of the group, 
whether it be a single department or 
the whole company. 


To keep today’s businesses run- 
ning efficiently, top management 
must know the strong and weak spots 
in the personnel make-up, who will 
fill future vacancies, where these 
vacancies are likely to occur and 
why, the hot-shots and slow-starters 
in an organization, and a multitude 
of other facts concerning the busi- 
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ness. These same basic problems con- 
front all business ventures, small as 
well as large. 

As an aid to solving such prob- 
lems, American Cyanamid Company 
mapped out a comprehensive pro- 
gram for reviewing its supervisory, 
managerial and technical personnel, 
from the lowest level on up. The 
company says this is just one phase, 
however, of an over-all effort to de- 
velop managers from within and to 
strengthen the entire personnel 
structure. But this portion of the pro- 
gram has stirred interest at manag- 
ers’ meetings and personnel confer- 
ences each time a part of it has been 
discussed. 

Cyanamid’s approach to solving 
the problem of helping management 
review its organization strength in- 
cludes a factual analysis of the peo- 
ple in the organization and a review 
of each individual to estimate his 
potential, where he is going, and 
what he needs to get there. The task 
is being tackled on a divisional and 





departmental basis, usually by as- 
signed divisional personnel, assisted 
by the corporate personnel staff. 

The company’s personnel officers 
often refer to the two parts of the 
program as organization analysis 
and personnel development. But, as 
one executive pointed out, “Actually 
. .. they are two ends of the same 
string, because you can’t strengthen 
your organization without develop- 
ing your people and you can’t de- 
velop the ability or effectiveness of 
your people without improving your 
organization.” 

Cyanamid management points out 
that the program is actually more of 
a process at this point than a pro- 
gram since it is constantly being re- 
vised. Also, it is a process that can’t 
be rushed, they say. It takes time. So 
far, Cyanamid has not completed a 
review of all its operating divisions. 

This project, which is company- 
wide, stemmed from an announce- 
ment by K. C. Towe, now chairman 
of the board of Cyanamid. Mr. 
Towe, formerly Cyanamid’s presi- 
dent, listed the four major objectives 
of the program as: 


> Finding the qualified men within 
the company for consideration when 
vacancies occur. 


> Speeding up the development of 
management personnel and assisting 
them to function more effectively 
in their present jobs. 


> Aiding in identifying and prepar- 
ing enough back-up men for key 
management jobs so they will be 
ready to move up successfully when 
the need arises. 


> Assuring management people that 
their opportunity for growth is com- 
pany-wide, that they will be consid- 
ered for vacancies which may arise 
in other divisions or functions as well 
as their own. 


The primary step in making a re- 
view of a divisional organization and 
its people is to take a complete in- 
ventory of all the persons who will be 
included in the program. The inven- 
tory provides top management with 
an estimate of the company’s human 
resources by accumulating complete 
information on each person in the 
management structure. 

Individuals fill out a detailed ex- 
perience record that includes person- 
al background and family status, 
education, outside interests and 
activities, ambitions and future work 
interests, detailed work experience 
before joining the company, and an 
important section on work experi- 
ence since coming with the company. 

After the questionnaire is com- 
pleted, the information is coded on 
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How charts can reflect strength and weakness 


Age and Salary distribution 


Company A 


900-1000 
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Watch this area. If older managers are 


still in lower income 
should find out why 


IBM cards so that in a matter of 
minutes statistical information can 
be gathered on all of the managerial 
staff. 

Each year a manager’s folder is 
updated with a supplementary ques- 
tionnaire. Such things as changes in 
marital status, health and new re- 
sponsibilities and skills are noted. 

In addition to their use in sta- 
tistical analysis for the various divi- 
sions and other corporate matters, 
the IBM card system plays an in- 
valuable role in internal placement 
within the entire corporation. 

Cyanamid management believes 
that one of the best ways to encour- 
age people to develop is to provide 
them with tangible proof.that oppor- 
tunities exist throughout the com- 
pany for growth and promotion. 

Moreover, by providing an IBM 
sorter system, managers in the var- 
ious divisions who are seeking per- 
sonnel with specialized skills can in 
a short time have 4 company-wide 
talent search made for them. 
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range, company 


By the use of the cards, “we can 
find out in a matter of seconds—if 
we want to—all the managers who 
have Ph.D.’s in biology and speak 
Hindustani,” says Murray Owen, 
Manager of Personnel Relations. 

The morale implications of the 
work of the internal placement sys- 
tem are far-reaching. 

Former plant manager Reuben 
Hock, who heads the internal place- 
ment section, says: 

“When the people out in our of- 
fices and plants in areas such as 
Boston or as far away as New 
Orleans see that someone has been 
thinking about them and that they 
are not out in no man’s land away 
from the home office, this is a tre- 
mendous aid to us in making place- 
ments throughout the company. Peo- 
ple aren’t afraid to move around 
because they know they are not go- 
ing to be lost in the shuffle.” 

This also follows Mr. Towe’s phi- 
losophy of cross-fertilization—that 
is, moving men across divisional and 
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__ are in upper income brackets 
and relatively young. 


even functional lines in order to give 
them broad experience. 


Review of individuals 

The core of the program—review 
of the potential of the individuals in- 
volved— 
with the supervisors of each man. In 
the process, starting from top to bot- 
tom, every man in the managerial ‘ 
category is reviewed. 

For this reviewing, Cyanamid uses 
as an unopinionated third party a 
personnel relations staff man, be- 
cause managers seem to talk more 
openly to an outsider. 
man sits down with the manager, lis- 
tens to his opinions of the persons 
who report to him, and of any others 
with whom he may have working re- 
lationships. 

In making the reviews, staff peo- 
ple are guided by four basic rules: 


1. Make the review orally. There is 
a practical reason for doing this. To 
write a review of a dozen persons 


Company with grouping in 
this area may have a real 
personnel bonus. These men 





























Company should watch that 
their progress isn’t blocked 


An upward trend such as 
shown in this hypothetical 
company can indicate real 
strength. The arrow 
emphasizes a forward 
movement of salary in F 
relation to the men’s 

advancing age 


-is accomplished by talking 


The staff 


(continued on page 90) 
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HOW TO 
INTERPRET FORECASTS 


Economic data can be misleading. Here are 
pitfalls and suggestions for avoiding them 


THE BUSINESSMAN’S job of looking ahead is more 
difficult than usual today because opinions on the 
future are varied and often contradictory. 

Fortunately he has more data to help him than 
ever in the past—and more people to interpret the 
data for him. Some of these data are highly useful and 
some people have had great success in using them. 
But an approach that yields satisfactory results one 
time may not yield equal results another time. Few 
if any methods are always safe. 

Most of the statistics, indices and data available 
to all of us present pitfalls in their ordinary day-to- 
day use. 

Familiarity with some of these pitfalls will make 
us better aware of the hazards in our own predictions 
and those of others. We will all make better deci- 
sions as to where we are and where we are going if 
we know in which cases the hazards are great and 
when they are small. 

The dangers lurking in economic data are illus- 
trated by the 1954 prediction that we were headed 
for a depression. This famous failure in economic 
prediction was based in considerable part on the 
assumption that construction costs were so high that 
few could afford to build. 

The pessimism resulted from failure to understand 


Some figures are seasonally adjusted, some are not. How 
this changes the picture is shown here with carloadings 


Seasonally adjusted 
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the construction cost index and the methods that 
were used in preparing it. 

The construction cost index of the government re- 
flects the price of cement, brick, lumber, steel, skilled 
labor, and the other components of construction. But 
it does not necessarily reflect the efficiency with 
which these items are brought together. It may in- 
clude little allowance for change in design, change 
in specifications, any change in managerial skill or in 
margins. 

To be accurate, it would have to allow for such 
trends. The Bureau of Public Roads published a 
study of its costs some time ago which showed that, 
if its index were based on an unchanged weighing 
of material and labor as are other construction cost 
indices, its index would be about double what it is. 
In other words, improved managerial skills had cut 
the cost of building highways roughly in half, on a 
constant dollar basis. Careful examination of other 
construction costs indicates that, in terms of services 
rendered, other facilities supplied at today’s prices 
also may give more service per constant dollar than 
similar facilities provided 10 years ago. A building 
may—and almost certainly does—cost more per 
square foot but improvements in design, in specifica- 
tions, and in the equipment using the space provided 


Changes in retail and department store volume may 
reflect bad weather as well as consumer buying moods 
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by construction, may result in greater output of 
goods or services per dollar spent for construction 
than was provided 10 years ago. 

The failure of price indices to allow for changes 
in service or of quality is illustrated again in the 
machinery index. This index, published by the De- 
partment of Labor, indicates that the cost of most 
machinery has almost doubled since the end of the 
war. But the productivity of many new machines has 
more than doubled. A machine that cost $10,000 in 
1945, and turned out one unit per hour then, may cost 
$20,000 today and turn out three units per hour. To- 
day’s machine, therefore, may be cheaper than the ma- 
chine of a decade ago, even though the index calls it 
twice as expensive. 

Indices, therefore, may be dangerous to use. But, 
for certain purposes they can be used with confidence. 
For instance, if the cost of living index goes up .2 
per cent in a certain month, it may be possible to 
predict the amount by which hourly wages will be 
raised because of our knowledge of the number of 
contracts tied to the BLS consumer price index, and 
of the way in which they are tied to this index. 

But it is not safe to conclude that the cost of living 
or the volume of consumer expenditures went up .2 
per cent. The index may have gone up in part be- 


Farmers may be underrated as customers if income figures 
do not include income from nonfarm sources (25 per cent) 














Data can be a valuable help 
in decision-making if one is 
sure what the statistics mean. 

To compare 1957 food sales figures 
with 1956, for instance, it is 
necessary to know that the Census 
Bureau changed both the method 
of sampling and the reporting 
system between the two reports 





cause prices of automobiles, as it was reported, went 
up four per cent. The new automobile may be worth 
six per cent more than the old and last 10 per cent 
longer and have 10 per cent smaller maintenance 
bills. It may actually cost less to use than the old 
automobile. Nevertheless, the index goes up. Even 
if people decide that the new cars are too expensive 
and do not buy them, the index still goes up. If, as 
is more likely, the cars are bought at the higher 
price, not much more than one per cent of the fam- 
ilies will be affected in any month. The index goes 
up anyway as do the wages tied to it. 

It is easy, therefore, to take indices too seriously. 
Unless one knows what is behind a reported rise 
in any figure, unless he is sure it means what it 
appears to mean and is sure it will have the effect he 
believes it will have, it is dangerous to reach a specific 
conclusion, or to accept the conclusions of others. 

Other figures offer similar hazards. 

As the Bureau of the Census is a major source of 
government data, let’s examine a simple report, say 
on the number of families and their incomes. This 
report is basic because the economy is serviced by, 
and services, families. If the number of families stops 
growing, or if their incomes stop growing, our current 
situation and our future (continued on page 54) 


Sales of electricity may look like more industrial 
production if other growth factors are ignored 
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An authoritative report 
by the staff of 

The Chamber of Commerce 
of the United States 


AGRICULTURE 


Another record output seems as- 
sured for the dairy industry in 1958 
for the sixth consecutive year. 

In spite of production increases 
expected to exceed any consump- 
tion increases, the outlook for dairy 
farmers’ income is slightly better 
than this year’s estimate of $4.6 
billion. This is due largely to con- 
tinued government price supports 
and purchases. 

The huge supplies of cheap feed 
grains will provide the most favor- 
able milk-feed price ratio of recent 
years. Department of Agriculture 
estimates suggest that price levels 
would have to be about 70 per cent 
of parity for several years to move 
all production into consumption. 
The legal price support minimum is 
75 per cent of parity, with current 
levels at 82 per cent for manufactur- 
ing milk and 79 per cent for butter- 
fat. 

The production-consumption im- 
balance is further aggravated by 
the price-cost squeeze, application 
of modern technology and changing 
consumer preferences and _ tastes. 
The steady decline in number of 
milk cows is offset by more produc- 
tion per cow in the hands of fewer 
but larger and more efficient dairy 
farms. Moderate per capita in- 
creases in consumption of fluid milk, 
cheese and frozen desserts have been 
slightly more than offset by less de- 
mand for butter, evaporated milk. 


CONSTRUCTION 


A composite opinion of construc- 
tion analysts sets the 1958 con- 
struction outlook at a little better 
than ’57—two per cent up in physi- 
cal volume; five per cent up in dollar 
volume, with the three per cent dif- 
erence lost to construction custom- 
ers via wage inflation. 

Projections are based on these as- 
sumptions: 
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That the sputter over Sputnik will 
not vastly increase net spending for 
defense; and that the Federal Re- 
serve Board will treat tight money 
problems with about the same medi- 
cine as used in 1957. 

Prospects for housing are consid- 
ered somewhat better—expected to 
top total 1957 starts by five per cent. 
Evidence of increasing savings and 
a diminishing of competition for 
loanable funds encourages this view. 

A slight decline in industrial and 
commercial construction—about five 
per cent in physical volume—is an- 
ticipated. Dollar volume is expected 
to be off proportionately. 

Educational and institutional con- 
struction demand remains high and 
is expected to generate a five per 
cent increase over 1957 physical 
volume. 


CREDIT & FINANCE 


Business is in a period of continu- 
ing readjustment. There are strong 
indications of continuing high levels 
of demand for most goods and serv- 
ices, but there are growing indica- 
tions that industrial production is 
leveling off. 

Squeeze on profits will continue; 
business capital outlays may slack- 
en, state and municipal government 
expenditures are expected to con- 
tinue at slightly higher levels. 

Consumer spending has _ been 
somewhat reluctant, but current 
trends are pointing toward an ac- 
celeration of spending rates over the 
next six months. Consumers have 
also been saving at a greater rate 
than during 1956. 

Treasury bills are selling at about 
3.5 per cent with bond prices show- 
ing some tendency to decline slight- 
ly. Stocks suffered their most serious 
tumble since April, 1955, during the 
month of September and early Oc- 
tober. Renewed confidence brought 
stock buying levels up during the 
past month. 


DISTRIBUTION 


December should ring up a Christ- 
mas record of $20 billion in retail 
sales. This will be a dollar-volume 
increase of about three per cent over 
December, 1956. 

This is assuming that consumer 
confidence holds up through the 
month and that retailers don’t get 
caught short at the last minute by 
cautious buying. 

Favorable factors are: 

1. Population increase of well 
over 2 million since the first of the 
year. 

2. A $13 billion rise in gross na- 
tional product since last December. 

3. Disposable personal income is 
up to a rate of $303 billion for the 


third quarter, as compared with $289 


billion for the same 1956 quarter. 

4. Personal consumption expendi- 
tures for the third quarter increased 
to $283 billion, as against $269 bil- 
lion in the third quarter of 1956. 

5. Total retail sales are running 
nearly six per cent over last year for 
the first 10 months. 

Negative signs are: recent signs 
of rising unemployment, the recent- 
ly tapering off rate of consumer 
spending in relation to after-tax in- 
come, the 2.6 per cent rise in the 
BLS Consumer Price Index over the 
past nine months tends to offset a 
big portion of the dollar-volume 
gain. 


FOREIGN TRADE 


Less developed countries indicate 
they: will make an intensified effort 
toward improving their investment 
climates. 

Their impatience for rapid devel- 
opment was demonstrated when 
representatives from more than 50 
foreign countries attended a recent 
conference on industrial investment 
in San Francisco. They look mainly 
to the United States for assistance. 

Private investments abroad last 
year are estimated at about $5 bil- 
lion, which is the gross capital ex- 
penditures by all U. S. investors, in- 
cluding the reinvestment abroad of 
foreign currency earnings. Between 
35 and 40 per cent of this amount 
was invested in underdeveloped 
areas. 

Investments made during 1956 
brought the stated total value of 
U. S. private investment abroad to 
a level of almost $33 billion. 
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GOVERNMENT SPENDING 


The President’s 1959 budget is 
now receiving its final touches. A 
large part of the President’s meet- 
ings this month will be on budget 
matters, to determine the practica- 
bility of staying within the $70 bil- 
lion previously announced as the 
goal for next year. 

While it is too soon to assess the 
full effect of the Soviet Sputniks on 
the budget, there have been indica- 
tions that the Administration does 
not favor a crash missile program 
at the present time. 

Despite attempts to place the re- 
sponsibility for research and missile 
problems on economy measures, it 
is apparent that the lag in this area 
was not the result of lack of funds. 
Rather, it is felt that poor manage- 
ment and rivalries between the sev- 
eral services have been the primary 
factors. 

It will be necessary for the Presi- 
dent and the Bureau of the Budget 
to revaluate the entire budgetary 
situation this month with new ap- 
praisals of the relative emphasis to 
be given nonmilitary programs and 
the extent to which the areas of re- 
search and missile development need 
improvement. 


LABOR 


The plight of businessmen in- 
volved in labor disputes is unlikely 
to be resolved in the near future, as 
union terrorism and lack of a forum 
to settle labor disputes makes the 
operation of many businesses an in- 
creasingly hazardous proposition. 

Today’s businessman must often 
face not only econontic coercion, but 
physical coercion as well. An em- 
ployer in Flint, Mich., subjected to. 
picketing, bombings, and an attack 
on an employe, finally signed a con- 
tract with a Teamster local without 
a vote of his employes, in order to 
stay in business. 

Supreme Court “pre-emption” de- 
cisions have largely denied the right 
of states to intervene in labor dis- 
putes where an employer’s business 
affects interstate commerce, even 
where it is apparent that the NLRB 
would not exercise jurisdiction. As 
a result many employers have no 
forum and, consequently, no remedy. 

State labor boards in Connecticut, 
New York, Oregon, and Wisconsin 
have been forced to decline juris- 
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diction in labor disputes, although 
knowing that neither party to the 
disputes have any other recourse. 


NATURAL RESOURCES 


Industry and government will 
meet this month to search for some 
answers about the future market for 
uranium. Although the Atomic En- 
ergy Commission says it will hold 
the line now on uranium buying, the 
government’s purchase program ter- 
minates in 1962. 

Jesse Johnson, AEC raw materials 
chief, says no new expansion will 
take place in production of uranium 
concentrates, and that future devel- 
opment and production should not 
assume the current market always 
will be available. He says, however, 
that no cutback on present govern- 
ment buying rates is imminent. 

The government buying program 
has provided attractive incentives 
for uranium exploration and devel- 
opment. Private investments are 
large. The industry—centered in 
the Colorado Plateau country—will 
turn out an estimated 10,000 tons of 
concentrates this year, and produc- 
tion by 1959 is expected to be 15,- 
000 tons. 

The December meeting, sponsored 
by the Uranium Institute of Amer- 
ica and the National Chamber, will 
explore how the eventual decrease 
in military requirements for uran- 
jum can be replaced by requirements 
for peaceful uses. 


TAXATION 


Light from the Russian artificial 
moons aids us not at all in the effort 
to foresee prospects for tax changes 
in the coming year. 

Most members of Congress, of 
both parties, are withholding com- 
ment in either direction. For the 
most part, it represents a “Let’s wait 
and see” attitude. 
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AUTHENTICATED NEWS 


While the hearings of the Ways 
and Means Committee are still sched- 
uled, much of their glitter and ap- 
peal has disappeared. Full recogni- 
tion of the need for change in tax 
rates and our tax system remains 
but the fiscal uncertainties of our 
arms race have dampened previous 
enthusiasms. Quieted, also, are re- 
cent rumors that the Mills technical 
changes bill was to be junked in favor 
of a clean bill to come from the Jan- 
uary hearings. 

Taxpayers and politicians alike 
continue interested in tax reduction 
but both look to the Budget to be 
presented in January for the key to 
the next move. 


TRANSPORTATION 


Congressmen are due for quite a 
surprise in January when they re- 
ceive the revised estimates of cost to 
complete the National System of 
Interstate Highways. 

The new estimates are being de- 
veloped by the states, and the Secre- 
tary of Commerce will transmit them 
to the House and Senate within 10 
days subsequent to January 2, 1958. 

These higher costs will undoubt- 
edly be disappointing to many Con- 
gressmen who believed they had 
provided all of the financing neces- 
sary to build the system. 

Rising costs of road construction 
and right-of-way acquisition are two 
reasons why revised estimates are 
sure to be higher. Furthermore, the 
careful reappraisal given the needs 
for Interstate Highways in each 
state will mean higher estimates in 
some states than were originally an- 
ticipated. In the years ahead, even 
higher costs are not unlikely. 

The effects of the increased cost 
of the federal share of building the 
Interstate System may mean: higher 
taxes; extending the program time; 
lowering construction standards, or 
reducing mileage. 
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requirements. The manufacturer pre- 
sented the facts, with suggestions. 
They cooperated in working out stock 
controls, estimates of immediate fu- 
ture requirements and regular stock 
orders. The number of special ship- 
ments was reduced by two thirds. 
The customer’s own office and ware- 
house costs went down and he be- 
came a profitable customer to his 
suppliers. 

In another case, a building con- 
tractor was buying to meet require- 
ments for individual jobs and asking 
for truck delivery to the sites. His 
total purchases justified carload or- 
ders for many items at reduced 
prices. Since he had plenty of ware- 
house space and his own trucks were 
making frequent trips to the jobs, it 
was more profitable to both for the 
manufacturer to make carload deliv- 
eries to his warehouse for job deliv- 
ery with other materials. 

Another company had long sold 
to everyone who would buy. Sales- 
men were impressed with the neces- 
sity of getting every possible bit of 
business from every possible cus- 
tomer. They were instructed to con- 
centrate upon the larger cities where 
the most customers could be reached 
at the least cost. 

The facts showed their minimum 
sales and handling cost was just 
about $5 for an order. While all cus- 
tomers gave some unprofitable or- 
ders, most of them came from defi- 
nite types of customers. The better 
customers outside of the metropoli- 
tan cities offered more volume and 
profit than most of the big city out- 
lets. The salesmen were given new 
specifications for the types of outlet 
to be solicited. About three quarters 
of the dealer and contractor agree- 
ments were allowed to terminate. A 
new franchise provided for dealers 
carrying stocks of frequently ordered 
items and repair parts. Orders upon 
the manufacturer for small items and 
parts were delivered through the 
dealer. They were happy because it 
provided a desirable contact for 
them. Sales calls previously made 
on the large number of unprofitable 
big city accounts were directed to 
the better accounts and prospects 
in the outside territory. Both profit 
rate and volume went up. 

Another company made every ef- 
fort to get all possible business di- 
rect. All jobbers were sold but the 
jobbers had no interest and handled 
orders merely as a service to their 
customers. As a result of a drive for 
more and more direct accounts, the 
manufacturer’s rate of profit de- 
clined until they were actually tak- 
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ing fewer dollars to the bank. In 
a new plan, the manufacturer con- 
tinued to sell direct to specified 
accounts but greatly reduced the to- 
tal number. Selected jobbers were 
given a substantial number of ac- 
counts which would be profitable. A 
promotion campaign was designed 
for these types of customers. Jobber 
and manufacturer avoided solicita- 
tion of unprofitable accounts. Cus- 
tomer ordering habits were studied 
and new sizes of packages and ship- 
ping cartons were designed to reduce 
handling costs. New prices were es- 
tablished for different unit packages. 

The sales organization was re- 
grouped to provide adequate fre- 
quency of call on the better accounts 
in all communities. Advertising me- 
dia were selected best to cover their 
customers. Profit went up. 

A manufacturer of heavy mer- 
chandise with high transportation 
costs had laid out profit areas based 
upon freight rates in relation to his 
plants. The salesmen’s bonus was 








based upon the profit rate upon dif- 
ferent items. On the surface, this 
appeared to be sound profit pattern 
marketing. Coordinating all of the 
profit factors showed that, first, a 
high proportion of the customers in 
the lower cost freight areas were un- 
profitable; second, the bonus system 
resulted in salesmen spending much 
time trying to sell high profit items 
to unprofitable customers. This was 
corrected by setting up new specifi- 
cations for profitable customers; co- 
ordinating sales records to show ac- 
curately expenditure of selling effort 
against the profitable opportunity; 
revising the bonus system to stimu- 
late concentration upon profitable 
customers, as well as items. 

In another case, the salesmen re- 
ceived a drawing account and a bo- 
nus based upon volume, and paid 
their own expenses. Analysis showed 
a high proportion of inherently un- 
profitable accounts, particularly in 
the large cities. Having the sales- 
men pay their own expenses reduced 
office accounting and the headache 
of approving expense accounts, but 
caused salesmen to spend too much 
time in the larger cities where 60 
per cent of their customers were un- 





profitable rather than incur the ex- 
pense of covering a larger number of 
sraaller communities. 

Again, when analysis showed a 
large number of a jobber’s customers 
to be unprofitable, the company ex- 
plained to each customer just why 
he was unprofitable. It suggested 
that the customer select other sup- 
pliers. The jolt caused many of these 
unprofitable customers to review 
their own practices. Many consol- 
idated their purchases, adjusted 
their ordering habits and came back 
as profitable customers. 


Where are desirable customers? 
The key for any company is: 


> Cost accounting to establish spec- 
ifications for a profitable customer. 


> Sales and market analysis to de- 
termine location. 


Once this is done, sales and ad- 
vertising research can determine the 
best appeals for the people buying 
from the profitable outlets and the 
advertising media to cover them 
best. Point of sale material and 
methods can be developed for these 
particular outlets. Sales compensa- 
tion plans can stimulate salesmen to 
concentrate upon them. 

Size of place can be a big factor 
in marketing policy and extra prof- 
its. There is little market data upon 
this point but any company can de- 
velop its own pattern. The fog is 
thickened by several factors—few 
companies keep records to show vol- 
ume by size of place, much less prof- 
its; census data show retail sales in 
several forms but they do not show 
the location of large and small 
stores or manufacturers by size of 
place; shipments to jobbers and 
chains go to the larger cities; sales 
maps and records are built around 
big cities; census data show heavy 
concentration of sales in metropoli- 
tan areas but not the location of 
the customers consuming them; the 
big city media aggressively promote 
their markets. 

Markets should be evaluated ver- 
tically as well as horizontally. Sales 
records usually show volume and 
profit by territories. But, for ex- 
ample, where does the profit come 
from in the territory? How do the 
better outlets in the smaller com- 
munities compare in profit and vol- 
ume with those in large cities? 

There are more people in smaller 
places than in metropolitan areas. 
Of. the better retail outlets which do 
three quarters of all retail sales, 
there are twice as many in places 
under 100,000 as in places of more 
than 100,000. 

Analysis showed one jobber that 
60 per cent of his total profit came 

(continued on page 53) 
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Date with Dottie 


So easy to remember and keep with Eaton’s popular Nascon 
Week-At-A-Glance Record Book. The perfect reminder. 
Shows full week of engagements, current and following 
months’ calendars on double page spread. Indexed address 
section, 3-year calendars. Rich colors; genuine and simu- 
lated leathers. Nascon Record Books for Day-At-A-Glance 
and Month-At-A-Glance available, too. At your stationer’s. 
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NEW TILT CAB TRUCKS... lowest priced* tilt cab line 
in America! Six new series, up to 60,000-Ib. GCW, are 
typical of the wide choice in Ford's heavy-duty line. 


NEW 58 FORD PICKUP... Modern 
Styleside body is as wide as the 
cab and standard at no extra cost! 


ee 





(Background) NEW TANDEM—powered 
‘ by a new, more durable ‘'332"’ cu. in. V-8. 
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Meet America’s newest, most modern trucks—Ford for 58! 
Discover the important advantages that help you do your job 
better and at lower cost! 
Then match your specific requirements against Ford’s over 

300 new models. Whatever your need—from half-ton pickup to 
heavy-duty tandem—Ford’s got it! And you'll get a truck that 
costs you less to own, less to run and lasts longer, too. 

‘ So see your Ford dealer today and step ahead with America’s 
most modern truck—built modern to cost you less. 


‘S58 FORD TRUCKS - FIRST WITH THE FEATURES THAT COUNT! 






NEW capacity! New savings! 
Extra-wide Styleside Pickup bod- 
ies (standard at no extra cost) 
have up to 41% more load space 
than competitive pickups! 

NEW power! More powerful, more 
rugged V-8 engines. And only Ford 
offers Short Stroke economy in 
both Six and V-8! 


NEW comfort! “Driverized”’ cabs 
have woven plastic upholstery, 
non-sag seat springing, suspended 
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thats new...costs 


pedals, weather-protected in- 
board steps. 

NEW easy ride! Scientific Im- 
pact-O-Graph ride tests have 
proved amazing superiority of 
Ford’s suspension over com- 


petitive truck rides .. . a ride 
mighty close to that of a car! 


NEW safety! “Safety Vision” 
dual headlights . . . Lifeguard 
steering wheel . . . double-grip 


door latches. 


less, too! 


NEW “fine car’’ conveniences! 
Ranchero offers all power assists 
factory-installed at low prices. 
NEW Tilt Cab saving!America’s 
lowest priced* Tilt Cab line... 
hundreds of dollars less! 


*Based on a comparison of factory-suggested list prices. 


The big fleets buy more Ford Trucks than any other make ! 


FORD TRUCKS COST LESS 


LESS TO OWN ...LESS TO RUN... LAST LONGER, TOO! 
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THE NEW SMITH-CORONA PACEMAKER! 


Visit your local Smith-Corona dealer today, and have 
him show you the new Pacemaker — biggest big type- 
writer bargain ever! Notice its rugged, all-around steel 
frame construction. Feast your eyes on its beautiful, mod- 
ern design. Try-for a moment its light, comfortable touch. 
See its speedy, efficient action. All of these features com- 
bine in the new Pacemaker to bring you clear, clean, 
crisp correspondence even at the hands of inexperienced 
or part-time typists. And one of the finest features of the 
new Smith-Corona Pacemaker is its low, low, low price. 
Drop in for a drainatic demonstration today! 


Look at these PACEMAKER features! 


Quickset Margins — Quickly set with a flick of the finger! 
Flick-Set Tabulation — Set or clear stops easily, instantly! 
Customstyled Keyboard — Speed, ease, no waste motion! 
Half-Spacing — Easiest, simplest method of error control! 


Full-Width Tabulation — Saves you time in correspondence! 


SMITH-CORONA 


SYRACUSE 1 NEW YORK 
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MARKETING 


continued 


from customers well outside the city 
and suburban areas. 

A manufacturer in the same area 
found 62 per cent of sales and 63 
per cent of profit came from outside 
customers. 

Many sales and policy executives 
believe that profitable customers are 
more highly concentrated in the 
larger places. The facts can be a 
decisive factor in profits. 

A check for any type of business 
can be simply done—select a repre- 
sentative area of a central city and 
surrounding communities; rank the 
large city accounts in order of vol- 
ume; rank the outside accounts in 
order of volume. Then evaluate each 
group by the profit yardsticks. 

Studies of representative busi- 
nesses have shown: 


> When all costs are considered, the 
upper quarter of outlets in the pro- 
gressively smaller communities af- 
ford more volume and profit than 
three quarters of the big city outlets. 


>This profitable volume segment 
runs from the cities down through 
quite small towns. Many better out- 
lets were being undervalued by job- 
bers and manufacturing. 


> The fact-finding job is small—the 
opportunity is large. 


> The sales cost accounting is 
largely processing of available data. 


Any missing market data can be 
obtained by existing research facil- 
ities. The study can be done in rep- 
resentative sample areas. Once de- 
fined for a particular business, the 
profit volume patterns of customers 
and markets change slowly and pro- 
vide accurate measures for the di- 
rection of selling and advertising. 

Comparison with the patterns es- 
tablished by previous studies shows 
where and when a company is out 
of line and also suggests lines of in- 
vestigation. 

A comparatively small improve- 
ment in each profit factor can add up 
to substantial savings; it can help off- 
set the profit squeeze. 

It can be accomplished by coor- 
dinating all activities in an over- 
all marketing program to profit speci- 
fications—without major changes 
in facilities or increased investment. 

—A. J. GALLAGER 





REPRINTS of “This Marketing Plan 
Builds Profits” may be obtained for 
15 cents a copy or $10.15 per 100 
postpaid from Nation’s Business, 
1615 H St. N.W., Washington 6, 
D.C. Please enclose remittance. 
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Group Insurance Pians 
are not alike either. 


Learn the advantages that are yours 


| with LINCOLN NATIONAL...no organization 


too large ... special employee insurance 
plans for companies with 5 to 25 employees. 


eit pays!...before buying any group 
insurance look at LINCOLN NATIONAL. 


THE LINCOLN NATIONAL 
LIFE INSURANCE COMPANY 


Fort Wayne 1, Indiana 


Its name indicates its character! 
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FORECASTS 
continued from page 45 


situation will be quite different than 
if growth is maintained. 

The reports of the Bureau of Cen- 
sus as to the number of families are 
based on interviews with a relatively 
small sample of the total population. 
Nevertheless the total figures are 
very accurate. The Census Bureau 
uses sampling techniques which 
yield results whose errors for most 
household figures may be a small 
fraction of one per cent. However, 
that does not mean that the figures 


_are highly reliable for indicating 


year-to-year changes. A slight error 
in the totals in opposite directions 
could exaggerate the difference be- 
tween the totals. So the Census Bu- 
reau urges users not to take year-to- 
year differences seriously, but en- 
courages them to take the totals and 
trends seriously. 

In its reports on family income, 
the Census includes sentences to the 
effect that “The figures are subject 
to errors of response and nonreport- 
ing, but the possible effect of such 
errors is not included in the . 
measures of reliability. . . . The 
memory factor . . . probably pro- 
duces underestimates.” 

These underestimates may be 
particularly significant in the lower 
income group, or in families with 
several workers, and with workers 
with irregular employment. The re- 
ports also do not indicate how 
many of the low income families 
have low incomes because the wage- 
earner was sick, was retired, did not 
want a job, started work late in the 
year, or worked only part of the year 
for reasons satisfactory to himself. 
In other words, the Census reports 
how many families reported low in- 
come, but gives relatively few clues 
as to whether these incomes indicate 
economic difficulties flowing from 
general business conditions. Just as 
the consumer price index is more re- 
liable in indicating what will happen 
to wages than what has happened to 
actual family outlays, this Census 
series is more useful in indicating 
trends in income rather than actual 
levels of income. 

This brings out a basic point: 


> Many data are excellent for indi- 
cating a specific fact, but cannot be 
used freely for indicating relation- 
ship between facts, or trends in the 
economy as a whole. 


Weekly figures on freight car load- 
ings, coal shipments, or generation 
of electricity, represent hard-boiled 
concrete facts. But we need to be 
careful about the conclusions we 
draw from these facts. Carloadings 
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were once a measure of the total val- 
ue of goods and services produced or 
consumed. The proportion of the to- 
tal which can be measured by the 
number of freight cars loaded each 
week is dropping. The increased 
numbers of kilowatt-hours that can 
be provided per pound of coal illus- 
trates why. It is not long since one 
pound of coal meant one kilowatt- 
hour of electricity. New power plants 
are being designed now to get one kil- 
owatt from .6 of a pound of coal. The 
increased efficiency of coal use, and 
the increased competition of other 
fuel sources, such as hydrocarbons, 
mean the economy as a whole can 
grow though coal consumption is 
relatively stable. In addition, over 
the short run, coal can be stockpiled 
so that production and shipment can 
fluctuate without corresponding fluc- 
tuations in the economy. 

Other factors enter into the freight 
car picture: A higher percentage of 
fuel is being handled by pipelines; 
trucks are accounting for a larger 





percentage of transportation, certain 
commodities move by water, so car- 
loadings are no longer the index 
they used to be. Furthermore, cars 
are getting bigger and carry heavier 
loads. Measurements which rely 
heavily on carloadings can, there- 
fore, be misleading. 

Lumber data sometimes are used 
for prediction or weighing purposes, 
too. The amount of lumber used per 
house is dropping, even though the 
average house size is growing. The 
drop is due in part to more efficient 
use of lumber. Because houses are 
better designed, and the lumber is 
better prepared, 1,000 board feet of 
lumber will go much further today 
than it would even 10 years ago. 
The shipment of lumber might de- 
cline two per cent a year while the 
volume of houses being provided 
increased. Today’s carload of lum- 
ber may be 20 per cent greater than 
a carload of 10 years ago. We may 
get 20 per cent more from each unit 
going into’ the car than we got 10 
years ago. Each car might, therefore, 
support a 40 per cent bigger GNP 
than it supported a decade ago. 

When generation of electricity is 
used as a clue to current business 
activity we face a different danger. 





Consumption of electricity per unit 
of business done has tended to rise 
over the years; that is, consumption 
of electricity tends to increase faster 
than the volume of business. A com- 
parison of sales of electricity this 
week and last week, or for this week 
and the corresponding week last 
year, might suggest that business is 
rising more than is the case. An 
adjustment must be made first for 
a growth factor. 

Other adjustments must be made, 
too. Electric furnaces may have been 
put to work suddenly, or a sudden 
hot spell may have brought air con- 
ditioners into use much earlier than 
usual. The increase in the use of elec- 
tricity for the steel industry may 
have been out of proportion to the 
change in the total volume of busi- 
ness. The use of electricity for air 
conditioning may mean no increase 
in business at all. As a matter of fact, 
the hot spell may have discouraged 
shopping trips, reducing retail sales 
and the total volume of business 
done. 

Unemployment figures are now 
available on a monthly basis. When 
wages were lower, and when a fam- 
ily of average income tended to have 
only one gainfully employed worker, 
a drop in employment tended to 
mean a rise in the number of house- 
holds without incomes, or with 
sharply reduced incomes. Today it 
may mean a drop in the number of 
part-time workers in the labor force, 
therefore unemployment figures are 
no longer as good a barometer for 
this purpose as they were a few 
years ago. 

Nearly a third of all married wom- 
en under 60 work today, and many 
people have more than one job. Con- 
sequently when job opportunities 
decline, people with two jobs may 
lose one of them but still be em- 
ployed, or married women who lose 
their full, or part-time jobs, may 
drop out of the labor market and 
not report themselves as unemployed 
to the sample enumerators of the 
Census (even though they may re- 
ceive unemployment compensation 
for a time). 

So the labor force tends to fluc- 
tuate with job opportunities. The ci- 
vilian labor force is reported to have 
risen only about 650,000 in 1953- 
1954, when employment dropped by 
about one million. But it rose nearly 
1.4 million in 1954-1955, when em- 
ployment rose nearly 2 million. The 
labor force rose 1.7 million in 1956, 
and employment rose nearly 1.8 mil- 
lion. When employment dropped 
from 1956 to 1957, the labor force 
held nearly constant. 

Even these more detailed figures 
conceal a good deal. Employment 
dropped in the late summer of 1957 
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(WHAT WOULD IT COST TO BUILD YOUR HOME TODAY?) 


Try building anything today. The cost may shock you. Take a house that cost you $14,000 in 1946. Based on 
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basically because agriculture em- 
ployment was reported to have 
dropped. It was reported as being 
more than 800,000 less in September, 
1957, than 1956. Obviously, this had 
to be a temporary situation. If agri- 
cultural employment were to drop 
by 800,000 each year, there would 
be no agricultural employment by 
the end of 1965. Weather conditions, 
or sampling errors, or other causes, 
may explain a part of the reported 
1957 drop. 

A modest decline or rise in busi- 
ness cannot be inferred safely from 
unemployment figures. 

Sales and inventory figures may 
be relied upon as clues, both to the 
current level of business, and to 
prospects for future business. But 
these, too, are highly tricky. 

Suppose a steel company is selling 
unprocessed steel to a fabricator 
whose inventories are rising. Inven- 
tories pile up, but sales at the earlier 
processing level are high. The ratio 
of total sales to total inventories 
may not look bad. But, because in- 
ventories are rising, the fabricator 
may stop ordering. On the other 
hand, the fabricator could be put- 
ting himself in a better position to 
service the market and not be per- 
turbed at all over his rising inven- 
tories. - 

Another commonly recognized dif- 
ficulty here is the fact that book val- 
ues of inventories reflect not only 
changes in volume, but also changes 
in prices. Firms using the LIFO 
method revalue their inventories 
regularly at current prices. Conse- 
quently the book value of inventories 
changes during a time of changing 
prices even though the quantities 
stay constant. While the government 
tries to eliminate the effect of price 
variations in its GNP figures, most 
current inventory data cannot be 
compared regularly with earlier data 
if price changes have been appreci- 
able in the interval. 

If orders for fabricated goods are 
dropping, but sales of finished goods 
are not dropping, the immediate re- 
action might be that backlogs of 
orders for fabricated goods are drop- 
ping. Obviously, finished goods can- 
not be sold unless components nec- 
essary to the making of these finished 
goods become available. Therefore 
it might look as though orders for 
parts must soon start rising. 

Unfortunately, the statistics may 
not justify such an interpretation. A 
fabricator producing components re- 
ports the orders for his components 
as orders for finished goods. The 
company buying these finished goods 
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considers its purchases as purchases 
of partially fabricated items. So we 
can get quite confused. 

Orders themselves, even without 
reference to sales figures, can be 
highly dangerous, too. Automobile 
sales are considered as the equiva- 
lent of orders because orders and 
sales are practically identical. The 
order index, therefore, is fairly heav- 
ily weighted with auto sales figures. 
These sales can fluctuate with weath- 
er, with model dates, and with many 
other phenomena which are not, and 
probably cannot, be adequately ad- 
justed in the weighing and seasonal 
adjustment process. Orders for cer- 
tain finished goods, say auto sales, 
can drop appreciably before a new 
model period. If the new models are 
introduced at an unusual time, there 
may be no seasonal adjustment ade- 
quate for reflecting this. Conse- 
quently the new orders series may 
appear to drop when actually such a 
conclusion is not justified. 

There has been considerable dis- 
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cussion of changes in productivity 
as indicated by relationships be- 
tween changes in the Federal Re- 
serve Board indices of output, and 
volume of employment as reported 
by the BLs. At first glance it would 
appear that, if the output index 
for a specific commodity went up 
one per cent and employment went 
up one per cent, productivity did 
not change. This may be an inaccu- 
rate conclusion because about half 
of the Federal Reserve Board pro- 
duction indices are based on em- 
ployment. 

It is extremely difficult to calcu- 
late the physical volume of output 
of a company turning out a large 
number of different items. It is par- 
ticularly difficult to calculate how 
its physical volume changes when 
the mix changes. What is the physi- 
cal volume of 100 miles of nylon 
thread and a ton of sulphuric acid? 
If a company turns out more sul- 
phuric acid and less nylon one 
month, and more nylon and less sul- 
phuric acid another, how did its 
physical volume vary—or, did it? 

The Federal Reserve Board often 





has to use indices of employment to 
resolve such problems. This means a 
good deal of discussion based on 
conclusions drawn from productiv- 
ity figures which may have a some- 
what questionable ancestry. 

One of the most commonly mis- 
understood indexes is the Federal 
Reserve Board weekly index of de- 
partment store sales. Particularly in 
the period following ’50, department 
store sales were a declining percent- 
age of the total sales through retail 
outlets. But after ’55, department 
stores began to do better relative to 
total sales through retail outlets. Be- 
fore ’55 it was necessary to adjust 
weekly department store figures up- 
ward for clues as to consumer pur- 
chases. After 755, such an adjust- 
ment was less necessary. 

However, department store sales 
are affected sharply by weather, by 
rain, by temperature, by the days 
of the week on which holidays fall, 
and other factors. A rainy day may 
increase sales of rubbers and um- 
brellas, and decrease sales of cloth- 
ing. It may reduce total sales in the 
days affected, even though consumer 
plans to purchase remain high. Cool 
weather in the summer may reduce 
sales of summer clothing. Cool 
weather in the fall may increase 
sales of winter clothing. 

Columbus’ birthday fell on a de- 
lightful Friday in ’56, and New 
York City department store sales 
zoomed. Columbus Day fell on an 
unpleasant Saturday in ’57, and 
sales collapsed. A comparison of the 
raw department store sales figures for 
the second week in October ’56 and 
’57 would suggest a sharp reduction 
in consumer plans to purchase. But 
after making the adjustments for the 
weather and holiday, the data indi- 
cated consumers were willing to 
spend as much in October, 1957, as 
in October, 1956. The Federal Re- 
serve Board index after adjustments 
for such factors is very different 
from the index as published. 

Improvements in data can make 
trouble, too. 

The Census Bureau enlarged its 
sample and changed its reporting of 
retail sales somewhat this year. The 
reported retail food sales in August 
57 were nine per cent higher than 
a year ago. It doesn’t seem certain 
that people spent nine per cent more 
for food this August than last, espe- 
cially when even the BLS food price 
index was up only four per cent. Ex- 
perts in the field suggest that a good 
deal of the change in retail sales as 
reported by the Census in the late 
summer was due to the new systems 
of reporting. It was a statistical, 
rather than a real spending spree, 
whose effects would soon weaken. 
Before assuming that a sudden ap- 
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Nobody lost... Nobody won, either... 


In business, there’s no profit in breaking 
even. That’s like a tie game of tic-tac-toe. 

If you’re looking for a new plant site, you 
don’t want something “just as good” as your 
competitor — you want something better. The 
plant that’s located better than competition’s 
has an advantage that’s hard to overcome — a 
“head start” that helps you stay ahead. And 
if you want this built-in advantage, you should 
check The Land of Plenty. It’s easy to do — 
because the Norfolk and Western’s plant 
location specialists will do it for you, without 
obligation and in confidence. 

Get in touch with them — the service they 
give you may lead you to a permanent way 
of staying ahead. 
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Give them a happy 


HENNESSY 
HOLIDAY 


As a flattering gift, or asa 
host's tribute to esteemed 
guests, Hennessy is always 


the highest compliment. 
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preciable change in any figure is 
real, it may be necessary to go be- 
hind that figure and see whether it 
is being prepared in the same fash- 
ion it used to be, and if its definition 
is unchanged. 

This reflects an important point: 


> Know your data, or be sure that 
your adviser knows his data in de- 
tail before accepting the conclusion 
that a significant change has oc- 
curred because the data say so. 


This is true of almost any area. A 
half century ago, for instance, agri- 
culture represented up to one third 
of the economy. When exports were 
good, farmers not only had large 
crops, but got good prices for them. 
These prices might cause nonfarm 
consumers to reduce other purchases, 
but increased purchases by the farm- 
ers and by those receiving income 
from the farmers would offset this. 

Today, farm purchases represent 
considerably less than 10 per cent of 
total purchases, and more than 33 
per cent of the farmers’ income 
comes from nonfarm sources. An in- 
crease of farmers’ income from non- 
farm sources could offset an appre- 
ciable portion lost from farm sources 
in any given income period. The net, 
at most, might represent a drop of 
not more than one per cent in total 
purchases in any year. Net changes 
in the gross farm income since 1951 
have represented only a fraction of 
one per cent of the total national 
income. Data on changes in farm 
incomes, therefore, which once were 
highly important to the entire econ- 
omy may today be important pri- 
marily to only a few important 
industries and might become partic- 
ularly significant for the economy as 
a whole only if changes in this seg- 
ment coincide in direction and time 
with significant changes in other im- 
portant segments. 

Similar situations exist in the 
housing field. The number of mar- 
riages dropped from almost 1.6 mil- 
lion in 1949 to less than 1.5 million 
by 1954. The census figures showed 
doubling up at a relatively low level. 
So the predictable decline in mar- 
riages might have been interpreted 
as meaning a decline in the market 
for houses. But the volume of dwell- 
ing units started averaged more 
from 1950 to 1956 than in 1949. 
Marriages represent only a part of 
the demand for houses. Other types 
of housing demand can rise, while 
marriages fall, or vice versa. So fore- 
casting housing markets requires a 
knowledge of attitudes toward hous- 
ing, the willingness to spend for 


housing in preference to other items, 
a knowledge of trends in income and 
income distribution, and a knowl- 
edge of the possibilities for expendi- 
tures to improve existing houses 
versus buying new ones. 

Knowledge of the availability and 
cost of money, not only in general, 
but with special reference to mort- 
gage financing is also needed. The 
technician in each of these fields 
can develop data and indicate its 
reliability, but it takes someone who 
can look at the picture as a whole to 
bring order and conclusions out of 
the highly dangerous data in this, 
as in other, fields. 

At the moment, a great deal of 
attention is being paid to federal 
budgets. Anyone who will examine 
official statements will discover that 
estimates of expenditures for a given 
period vary by $2 billion, or more, 
within a year. 

The federal government is so com- 
plex that a final accounting of its 
expenditures is not possible within 
even 12 months after the end of the 
fiscal period. Operations are so far- 
flung that it is impossible to trans- 
late decisions involving major policy 
changes in a short period. The gov- 
ernment published a bulletin in 1953 
stating that defense expenditures 
that year would hit $60 billion. As 
finally reported, they did not reach 
$53 billion. The government was off 
by $7 billion, or 12 per cent within 
that 12 month period. 

The government has been off late- 
ly in the opposite direction. With 
the best of intentions, and with the 
best wishes of taxpayers, it has been 
proclaiming that outlays of the de- 
fense establishment would drop to 
a total of $38 billion from the $42 
billion at the beginning of the year. 
They may reach a $40 billion rate, 
with the total for the year averag- 
ing about $41 billion. The differ- 
ence between the drop to $38 and a 
drop to $41 billion is only $3 billion, 
but a very significant $3 billion. It 
may mean a difference between hav- 
ing to and not having to live off in- 
ventory, cut down on plant invest- 
ment, reduce expenditures in many 
sensitive areas, and to maintain or 
not maintain the current rate of op- 
eration. 

This emphasizes that even data 
on government expenditures coming 
from the best possible official sources, 
must be viewed with considerable 
skepticism because of the difficulty 
of translating wishes into action. 
The forecaster must weigh the prob- 
ability that wishes can be fulfilled 
before judging the impact of pub- 
lic programs—announced or unan- 
nounced. 

The fact that much of the pub- 
lished economic data comes in two 
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forms—adjusted and unadjusted— 
offers another pitfall. Automobile 
production figures, for instance, are 
released regularly. If models are 
changed in October of one year and 
in November of another, it is diffi- 
cult to compare production figures 
in the falls of the two years. Any ob- 
server realizes this in dealing with 
seasonally adjusted indices, or fig- 
ures. The Federal Reserve Board 
tries to make adjustments in this 
particular area but with imperfect 
success. In other areas it can make 
no adjustment at all. Seasonal ad- 
justments made by one branch of 
the government, such as in automo- 
bile production, for instance, may 
differ from the adjustments made by 
another branch of the government 
for the same data. Should the sea- 
sonal adjustment call for a change- 
over in October, and should the 
changeover actually come in Novem- 
ber, the adjusted production figures 
for September may be high and the 
figures for October may be too low. 

Many seasonally adjusted produc- 
tion figures may be in error, too. If 
vacations were uncommon, or histor- 
ically were spread throughout the 
year in an industry but now are con- 
centrated in one month, the produc- 
tion index would drop sharply in 
that month. The unwary analyst, 
looking at the figures, may sense a 
drop in business which might not 
exist. Later, when vacation periods 
end, production may be speeded up 
to rebuild inventories. This might 
suggest a nonexistent business boom. 

Raw data, in general, are safer to 
use because the analyst knows more 
about the sources. Seasonally ad- 
justed figures, when they are prop- 
erly adjusted, tend to indicate 
whether changes are normal or ab- 
normal. Difficulties arise from the 
inability to develop real seasonals, 
and from trouble in understanding 
what an adjusted figure means. For 
instance, freight carloadings of agri- 
cultural products tend to rise sharp- 
ly in the fall. In a normal year, 
therefore, a properly adjusted index 
of loadings of agricultural products 
would hold steady, while the ship- 
ments rose sharply. The analyst 
would read a steady figure as indi- 
cating, 1, business was normal here, 
2, the use of cars for this purpose 
was rising sharply. He would need 
other data to tell him that the avail- 
able supply of cars was, or was not, 
adequate to support the sharp rise 
which the unchanged figures indi- 
cated. 

Another danger lies in the unso- 
phisticated use of lag-lead or of dif- 
fusion-type indices. A lag-lead index 
—hbased on the theory that certain 
industries reflect economic change 
before or after others—can be useful 
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Start the New Year Right with This 
New STEEL AGE File Selector! 











Most filing headaches are caused by trying to keep ail of your records 
in one or two types of files. Today, you can buy popular Steel Age 
Grade ‘‘A’”’ Files in quality-crafted styles especially designed to fh 
ciently accommodate every office form from index cards and legal 
documents to microfilm and checks. The saving in space, work and 
money will amaze you! Your Steel Age Dealer has good selections of 
1958 Steel Age Grade ‘‘A”’ Files now. Visit him soon . . . and in the 
meantime, send for your free copy of the new Steel Age File Selector. 


Siellae 


CORRY-JAMESTOWN 


eeeeoeceeeeeeeeeeeeeeveeeeeeeeeeeeee 
Corry-Jamestown Mfg. Corp. 
Dept. A-2, Corry, Pa. 


Please send me a free copy of your new 
File Selector, without obligation. 











MFG. CORP., CORRY, PA. cams 
Company. 
Steel Age Dealers in Street 
Principal Cities City State 





Throughout the Country 
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Enough coverage 
I is important! 





NEW YORK LIFES 
EMPLOYEE 
PROTECTION PLAN 


designed for firms 
with 5 or more employees 


ee-gives employer 
and employee 
these modern 
3-way benefits: 


0 





Life Insurance 


Payable at death to beneficiary. Acci- 
dental death benefit optional. 


: 2 
Weekly Indemnity Benefit 


Sa Payable for total disability due to non- 
occupational accident or sickness. Differ- 
ent amounts and benefit periods available. 


© 
Medical Care Benefits 


To help meet hospital, medical and sur- 
gical expenses due to non-occupational 
accident or sickness. Several benefit sched- 
ules available for insured employees and 
their dependents. 


Ask your New York Life agent for in- 
formation now, or write to address below. 


. Individual policies or a group contract 
may be available, depending upon number 
of employees and applicable state law. | 


NEW YORK LIFE 
INSURANCE COMPANY 


51 Madison Avenue, New York 10, N. Y. 
(In Canada: 320 Bay St., Toronto, Ontario) 


A Mutual Company Founded in1845 | 





The New York Life Agent in 
Your Community is a Good Man to Know 
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in the hands of a highly trained 
technician, but it can be dangerous 
in other hands. Some technicians 
have decided that a few indices are 
likely to lead the economy up or 
down. Residential construction is 
sometimes used in this way. The 
view is that residential contracts 
have risen and fallen within the past 
30 odd years in advance of changes 
in the economy as a whole. 

The monthly reporting system for 
residential construction was differ- 
ent in the ’20’s from the reporting 
system in the ’30’s. The reporting 
system in the ’30’s was different 
from that in the early ’40’s, and the 
reporting system used in the early 
’40’s differs from that currently used. 
Changed reporting methods and re- 
sources, therefore, mean that there 
is no assurance that a series which 
led other data in the past has signif- 
icant value as an indication of what 
the economy as a whole will do 
tomorrow. 

As a matter of fact, the residen- 
tial contract series of the ’20’s was 
not representative of the demand 
for residential construction in that 
era. Aside from the fact that it was 
an incomplete series, (contracts be- 
low $12,500 at today’s prices, and 
rural contracts were generally ex- 
cluded) the residential market then 
was quite different from now. 

Single family home building be- 
gan to drop in 1925. But speculative 
apartment house building began to 
rise. The apartment house building 
was sparked by the ability of the 
bond and mortgage market to sell 
paper at profitable rates, not by a 
demand for houses. Demand for 
mortgages and bonds began to fade 
and the volume of speculative resi- 
dential construction dropped before 
the depression of ’29. That does not 
mean that today’s family demand 
for housing will give a similar clue 
to speculative or other changes in 
the economy as a whole. 

Actually, housing starts began to 
turn down in the winter of 754, but 
the economy rose in ’55. It rose again 
in ’56, while housing continued to 
drop in ’57. On a constant dollar 
basis, the 1957 economy will be 
slightly above ’56 but the volume of 
housing will be lower than in ’56, or 
in 55. 

The real market, as distinguished 
from the speculative housing market 
of the ’20’s, was based almost entire- 
ly on the growth in the number of 
married couples. Only about half of 
the market from ’50 to ’55 was sup- 
ported by married couples. The rest 
was supported by an increase in the 


number of old families and by large 
increases in the number of young 
unmarried men and women who had 
jobs and were able to afford quarters 
of their own. Because of such 
changes a housing lag could precede 
a depression in the ’20’s and precede 
an upsurge in the ’50’s. 

Similar conclusions may follow 
detailed analyses of other indices 
which have tended to lead the econ- 
omy in the past. The make-up of 
today’s economy and the relative 
importance of various items in it 
are so different from the make-up 
and relative importance of 10 years 
ago, to say nothing of 30 years ago, 
that it may well be pure chance if 
declines in the same industries that 
preceded downturns 30, 20, or even 
10 years ago should precede a down- 
turn today. 

Diffusion indices are used to indi- 
cate shifts in the rates of change in 
economic growth. Such an index 
may be defined for our purpose as 
an index of the rate of change in the 
economy. For instance, if 14 of the 





21 employment series are rising, 
that index would be 66.7. If only 
seven are rising, that index would be 
33.3. Such an index is dangerous to 
use, not only because it does not re- 
veal whether the changes are or are 
not significant ones, but also because 
the nature of cycles may be changed. 

In the past, cycles might pass 
through periods in which the econ- 
omy as a whole rose sharply. A flat- 
tening of the rise followed. Finally 
came a drop at an accelerating rate. 
A diffusion index which is essen- 
tially a first differences index would 
show when the rate of rise began to 
decline. This could be a clue that 
decline was coming. 

But this has not been so true in 
the past decade. The economy tends 
to be more stable. No one industry 
is as important as the major indus- 
tries used to be. We had a decline in 
housing, agriculture, and in federal 
expenditures in 1956. The diffusion 
index flashed dangerously. Yet the 
economy hit boom levels. This prob- 
ably could not have happened in the 
’20’s. We now are better able to ab- 
sorb modest declines in the rate of 
growth. Therefore warnings from a 
diffusion-type index may mean that 
we might have had a depression in 
the ’20’s—not that we are in for one 
today. 
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A red light thrown out by diffp- 
sion indices may, of course, precede 
a depression. But that, too, may be 
chance. If the indices which are de- 
clining are in themselves highly sig- 
nificant, and if the impacts of these 
declines will trigger other declines 
which cannot be offset—or are not 
offset—by either industrial or gov- 
ernmental action, or by increases in 
consumer expenditures, the economy 
may run into difficulties. The prob- 
lem is not: Is the index throwing out 
warning signals? It is: Are the in- 
dustries pinpointed by the diffusion 
index acting in such fashion as to 
create serious repercussions? The in- 
dex does not tell us trouble is com- 
ing. It may suggest that a probe into 
this or that area is advisable. The 
probe may indicate serious trouble 
or it may not. 

One of the trickiest of all types of 
indices is the gross national prod- 
uct index itself. Certain compo- 
nents are purely fictitious from the 
standpoint of business operations. 
They are important in indicating 
the volume of services and satisfac- 
tions provided, but not in indicating 
employment or income. The rental 
value of owner-occupied dwellings, 
food and fuel produced and con- 
sumed directly as by farmers, serv- 
ices provided without payment, etc., 
are included in the service com- 
ponent of the GNP. Actually, the 
so-called service components of the 
GNP have risen from less than 19 
per cent in ’48 to more than 24 per 
cent currently. 

The total GNP rose about $23 bil- 
lion in current dollars in 1955-56, 
while the service component rose 
more than $7 billion. In other words, 
more than a third of the rise in the 
GNP was in the personal service 
component. From 1953-54 the GNP 
dropped slightly in current prices 
and about two per cent in constant 
prices, but the service component 
went up more than six per cent 
in current prices and three per cent 
in constant prices. The GNP less the 
personal service component dropped 
appreciably more from 1953-54, and 
rose appreciably less from 1955-56 
than the total GNP as reported. 

The volume of business transacted 
can drop, while the GNP rises, or the 
actual rise in the GNP may be heav- 
ily influenced by an unhealthy rise 
in inventories. Money, labor, equip- 
ment, are all being spent in building 
up inventories. 

—RoBINSON NEWCOMB 





REPRINTS of “How to Interpret 
Forecasts” may be obtained for 15 
cents a copy or $10.15 per 100 post- 
paid, from Nation’s Business, 1615 
H St. N.W., Washington 6, D.C. 
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Conca Sialings 


(that last all year long) 


For a different Christmas gift to business friends why not send hand- 


some plants. They add a colorful, masculine touch to any office, and 


serve as permanent reminders of your thoughtfulness. 









Find Your FTD 
Florist in the 
Yellow Pages 


SEND FLOWERS-BY-WIRE 
THRU 11,000 MEMBERS OF 


is guaranteed. 


Briss’ 


You may send plants anywhere thru the world-wide 
facilities of FTD. It’s easy and inexpensive. Just 
have your secretary call or visit the florist who dis- 
plays the famous Mercury emblem. He'll take care 


of your entire Christmas list—painlessly. Delivery 


This emblem guarantees absolute satisfaction 
or your money cheerfully refunded. 


, Dewey 
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Everyday communication is 
important to your business. 
Here are 10 points to watch 


SKILL AT PRIVATE SPEAKING is an essential tool of 
modern management. It can be developed by any ex- 
ecutive who will take the trouble to learn and practice 
its special techniques. 

This conclusion was reached by two experts who 
conducted a study of effective verbal communication 
in business. They are Jack Byrum, an account group 
head of the advertising firm of Batten, Barton, Dur- 
stine and Osborn; and Bert Knapp, veteran New York 
speech coach. Here are some of their findings, which 
they plan to publish in a book next year: 

Eloquence in public speaking, while a helpful ad- 
junct to a managerial career, is of secondary impor- 
tance to the ability to get your ideas across in situa- 
tions that are essentially private. These include your 
conversations with superiors, subordinates, associates, 
customers and suppliers, as well as the more formal 
presentations you are called upon to make at staff, 
committee and board meetings. 

Private speaking is a distinctive art. It has its own 
ground rules, which resemble those of public speaking 
in some respects and differ in others. If you develop 
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Go directly to point 
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skill at private speaking, you will probably find it in- 
creasingly easy to prepare and deliver a speech before 
a large public audience. 

Mr. Byrum and Mr. Knapp have worked out a list 
of specific suggestions for managers who want to im- 
prove their private speaking ability: 
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Basic Principles: Seek to communicate rather than 
to impress. Whether your audience consists of one per- 
son or 100, you will get better results if you keep your 
mind on your message—the facts, ideas, proposals 
you are trying to get across—instead of on yourself, 
and the impression you are making. 

Be yourself. That’s the only role you can play natu- 
rally. If you try to put on an act by using big words 
or studied mannerisms, you will be tabbed as a phony. 
Sincerity has a tremendous impact on a listener. You 
sound sincere when you say things that you really be- 
lieve, and say them in your own way. 


Be prepared: Never speak on a truly impromptu ba- 
sis if you can possibly avoid it. There may be some rare 
occasions when you are compelled to talk off the top 
of your head, without taking time to edit your 
thoughts. But you usually will have at least a few 
minutes to think over what you are going to say. Use 
them to prepare a mental or written outline of the 
points you want to make. This will keep you from 
wasting the time of other executives with the ram- 
bling discourse which results from trying to think and 
talk at the same time. 

Don’t be ashamed to use a written outline or notes 
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Mumbling hides ideas 
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for an informal presentation to a small meeting. It 
shows that you thought enough of your audience and 
the occasion to prepare for it. Your notes also may 
serve as a memorandum to be left with your superior 
—a courtesy many senior executives appreciate. 


Keep it brief: Brevity is important in any speech, 
imperative in business communication. If you are mak- 
ing a formal report, hold it to 15 minutes if possible, 
20 minutes at the outside. Nobody listens or cares 
after that. In informal sessions, let the senior execu- 
tive decide how much preliminary social chit-chat he 
can afford to indulge. When you get down to business, 
go directly to the point. Don’t try to prepare your lis- 
teners with a long-winded build-up. It merely irritates 
busy men who are sitting there wondering what you 
are getting at. Make your best arguments first, and 
don’t drown them in a sea of details. Let them ask 
you questions if they want more facts. 


Diction: The most profound remarks are lost if they 
are spoken in a mumble. In private conversation, in 
small meetings and in talking over the telephone, 
clear enunciation is a requisite for being understood. 

If people don’t have to concentrate on your voice, 
they will be able to pay more attention to your ideas. 

Speaking clearly is primarily a matter of opening 
your mouth so that your lips and tongue have enough 
freedom to form distinct sounds. 

If you tend to swallow, slur, or mutter your words 
—and virtually all of us do—practice talking with a 
pipe bit or some similar object held in the side of your 
mouth. If you will spend 15 minutes a night reading 
aloud in this fashion, trying to pronounce each word 
as distinctly as the artificial impediment permits, you 
can develop extremely clear diction within a month. 


Informal situations: Strategic silence is often more 
effective than anything you can say in conversations 
conducted over the telephone or in person. 

Develop poise by pause. Don’t feel that it’s up to 
you to fill the awkward silences. Let somebody else 
do the nervous gabbling, if there is any. If someone 
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throws a question at you, discipline yourself to wait a 
moment before answering—even if you already know 
what your answer will be. Taking your time is a sign 
of self-control; it is what professional speakers and 
actors call presence. 

It is desirable to appear relaxed and in command of 
the situation; but don’t overdo the nonchalance. In a 
conference of any size, your words will carry more 
weight if your demeanor is alert, attentive, business- 
like. Taking notes is a sign of attention; doodling be- 
trays boredom with the proceedings. Office chairs are 
meant to be sat in, not lounged in. Flippant remarks 
may earn you a reputation as a wit—or as a smart 
aleck. Carrying on whispered side conversations in a 
meeting is grossly discourteous. 

Keep your receiver on while you’re transmitting. 
The cardinal sin of business communication is to be 
so absorbed in what you’re going to say when your 
turn comes that you never listen to what the other 
fellow is saying. Even in a situation where you are 
supposed to do most or all of the talking, keep your 
eyes and ears open for audience reaction, if there is 
any. (But don’t be thrown for a loss if there isn’t. 
Many executives are poker-faced listeners by strongly 
ingrained habit.) 

If several people are present, talk to all of them. If 
you direct your attention exclusively to one or two 
you are eager to impress, the others will sense they 
are being ignored. Experiments in group dynamics 
show that hostility toward a speaker develops rapidly 
in this situation. 

Never raise your voice to outshout someone who’s 
trying to interrupt you. Keep talking till you’ve made 
your point—but lower your voice. People will auto- 
matically strain to hear you and will tune out the 
loudmouth. 

If you encounter a heckler—a fellow participant in 
a meeting who is obviously trying to show you up or 
make you look foolish—don’t display any irritation 
or hostility toward him. Instead of answering his 
questions in a defensive tone, pretend that you believe 
he is really trying to be helpful. You are glad he 
asked that question because it helps you to clarify the 
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Use strategy of silence 
KKEKK KK KK KK 


HHHEHKKHKEKHKHEX 
HHREHKEKHKHKH KK FX 


> 
w 











Get ideas across . 


following important point, etc. The contrast between 
your courtesy and self-confidence, and his needling 
attempts to attract attention to himself, will not be 
lost on other members of the group. 

Conversely, never try to cover up your own confu- 
sion or insecurity by directing disparaging remarks 
at some other member of a group. The ability to hurt 
and insult other people is quite commonplace; it is 
not an executive trait that commands admiration. 


Overcoming stage fright: Some apprehension about 
an important presentation—whether it be asking for a 
raise or reporting to the board of directors—is natural 
and even helpful. It keeps you up for the performance. 
Excessive stage fright paralyzes your mind and voice. 
The best way to avoid it is to concentrate on what 
you are going to say rather than how you are going to 
say it. Knowing your subject thoroughly gives you a 
feeling of confidence. But if you try to memorize a 
set speech, you will be haunted by the fear of forget- 
ting your lines, and this will make you more nervous 
than ever. 

Shortness of breath, tell-tale symptom of the agi- 
tated speaker, can be minimized by the simple expe- 
dient of sitting—or standing—with your body erect. 
A slouch pushes your stomach into your diaphragm 
and cuts your wind. 

If you are frankly terrified of some person or group 


‘of persons who will be in your audience, try a little 


brainwashing operation on yourself just before you 
begin to speak. Look right at the man who awes you 
most and remember that he is a human being who got 
up this morning and brushed his teeth and shaved 
and put on his trousers one leg at a time, just as you 
did. This advice is not given facetiously. The mental 
image of your boss standing at the washbasin in his 
pajamas may be precisely what you need to address 
him as a person—which is the secret of all effective 
communication. 


Preparing for presentations: There are many busi- 
ness situations—for example, delivering a report be- 
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Relax, but not too much 
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fore a board of directors, or presenting a major plan 
to an executive conference—which require fairly ex 
tensive preparation. The word presentation has come 
into business parlance to describe these talks, which 
should be neither as informal as conversation, nor as 
formal as a public address. 

The best way to organize your thoughts for a good 
presentation is to write them down. Whether you 
write the complete talk or merely an outline depends 
on your experience and ability as a speaker. It is far 
better to write a good report and read it from the 
manuscript than to put on a bumbling extemporane- 
ous performance. 

Here are pointers on preparing a semiformal talk: 

Forego fancy introductions and get right into your 
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tell 


Picture boss as human 
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subject matter. The best opening gambit is to tell 
them what you plan to cover in your talk. 

Don’t try to be witty if you aren’t. Nothing dis- 
tracts attention more than an illustration that doesn’t 
really illustrate, or a tired off-color joke that has been 
dragged in by the heels to enliven a serious report. 

Be clear in your own mind what you are trying to 
accomplish—to put across an idea, to convey informa- 
tion, to inspire, or to stimulate thinking. You should 
organize your whole discourse around this single ob- 
jective, avoiding all digressions and excursions into 
other subjects. 

Never underestimate your listeners’ intelligence by 
laboring obvious points. But don’t overestimate their 
information, by leaving out background facts which are 
essential to understanding of your presentation. 

Use language that is naturally part of your working 
vocabulary. Avoid any word whose meaning or pro- 
nunciation is doubtful in your mind. Eschew trade 
jargon, slang, profanity, and the latest word fads. 

Keep your sentences short so you won’t be gasping 
for breath before you reach the end. Use as many 
nouns and verbs as you need, but go easy on adjectives 
and adverbs. 

Have your text or outline typed in jumbo letters. 
Underscore the verb in each sentence. No sentence 
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Avoid flowery language 
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should break over from one page to another. Put the 
pages of your text in a loose-leaf notebook so they 
will turn easily, and won’t get out of order or fall on 
the floor. 


Rehearsing: There is a world of difference between 
memorizing a set speech and rehearsing a presenta- 
tion. The former is a serious mistake; the latter is 
absolutely essential. Even if you plan to read from a 
prepared text, you should go over it several times in 
advance so that you are thoroughly familiar with its 
contents and can look up from the paper occasionally 
without losing your place. 

Always rehearse out loud. Don’t ask your wife to 
listen to you; just lock yourself in a room and have 
at it. Pick out various objects in the room—a book, a 
table, a window—and pretend they are members of 
the board or committee. Address each of them in turn, 
just as if it were a particular individual. This will pre- 
pare you to speak to your listeners instead of merely 
reading a paper. 


Delivering a semiformal talk: Check your appear- 
ance before you go on. A speaker should always be 
well groomed, conservatively dressed, with no cloth- 
ing affectation that will attract attention to itself. A 
dark suit is best. 

Don’t start talking until you have the attention of 
the entire group. Just stand up and wait for the chat- 
ter to subside. Don’t rap for attention. Someone will 
see you standing there, ready to begin, and will do 
the shushing for you. It’s better psychologically to let 
the will of the group bring it to attention. 

Frenchmen use their hands naturally when they 
talk; most Americans don’t. It’s better to use no ges- 
tures than a forced or studied one. If your hands bother 
you, fold your arms, clasp your hands behind you; or 
even put them in your pockets. Just don’t let them 
flutter around in such gestures of insecurity as straight- 
ening your tie or patting your hair in place. 

If you are reading from a text, watch for the verb 
underlined in each sentence. You don’t necessarily 
accent the verb—you simply treat it as the point 
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which you must reach before you slow down in your 
reading pace. If you head for the verb each time, 
momentum will carry you easily through the rest of 
the sentence. 

If something goes wrong, plow on. Don’t try to go 
back to pick up a dropped word or phrase. The best 
way to avoid panic is to keep talking. 

Pause occasionally, always at the end of a sentence, 
to let a major point sink in, and to look around at 
your listeners. But don’t use this interval to suck in 
a huge deep breath. Such periodic panting is a dead 
giveaway of nervousness, and does not really con- 
tribute to your breath control. 


Visual aids: Visual aids can be valuable in a presen- 
tation if they are used properly—and sparingly. But 
they are becoming a fetish in business communication, 
and many so-called presentations are really nothing 
more than rambling commentaries on a series of charts 
or slides. 

Here are some basic rules about visual aids: 

Stick to one type—charts or slides. Don’t try to 
mix both into the same presentation. 

If you use slides, group them so that you show and 
explain several of them in a row while the lights are 
down. It irritates people to have the lights going off 
and on several times. 

A dress rehearsal with the operator of the slide ma- 
chine is imperative. Both of you should have identi- 
cal scripts with the visual aid cues clearly marked. 

Prepare your listeners for a slide or chart before it 
is shown. Tell them what it will illustrate, or how it 
fits in. Don’t wait till everyone is staring at it to begin 
your explanation. 

The test to apply to any visual aid is this: Does it 
actually illustrate a point more effectively than you 
could do with words? If it doesn’t, leave it out. 

—Louts CASSELS 
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x Rehearse—but don’t memorize He 
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REPRINTS of “You Can Get Your Ideas Across,” may 
be obtained for 15 cents a copy or $10.15 per 100 post- 
paid from Nation’s Business, 1615 H St., N.W., Wash- 
ington 6, D. C. Please enclose remittance. 


65 








~ How executives’ 
pay will change 


Latest studies on compensation find 
new clues for motivating managers 


INTENSE COMPETITION for top- 
flight executives is forcing business 
to study what kinds of compensa- 
tion will best attract, hold and moti- 
vate managers. 

The executive task is different to- 
day from what it was a generation 
or two ago. The rare talents needed 
in today’s executives for company 
success are in short supply. 

Compensation has had to take 
new shapes also because politicians 
and regulatory agencies have criti- 
cized high salaries and taxed them. 

In addition, different compensa- 
tions have different effects. While 
one man may be stimulated by the 
promise of a share in his company’s 
profits, another may be spurred to 
greater effort by the fear of failure. 

The compensation problem is com- 
plicated further by the fact that, to 
a large degree, top executive salary 
ranges are almost automatically set 
by certain economic factors. Com- 
pensation experts agree that the 
most important of these are the size 
of an organization, competition with- 
in an industry, business trends, and 
performance of the company. 

For lower-ranking executives, job 
content is what counts most. 

Business leaders are probing a 
murky area in the search for the 
best form or forms of compensation 
and how much should be paid. But 
already some important discoveries 
have been made. For instance: 


1. There is a limit in the amount 
of bonus that is an effective incen- 
tive. Maximum motivation can be 
obtained with payments that range 
from 25 per cent to 50 per cent of 
base salary in the lower and medium 
ranges. An open-end bonus brings no 
increased motivation there. How- 
ever, in the extreme upper ranges, 
where results are more in control of 
the individual manager, a higher 
proportion of total pay can well be 
in the bonus field. 


2. A profit squeeze or a dip in busi- 
ness conditions might have some but 
not a proportionate effect on execu- 
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tive pay, since compensation is an 
incentive as well as reward. 


3. Though the compensation of 
company presidents has risen at a 
slightly slower pace than has the 
pay for lower ranking executives, 
relationships in the compensation 
among top managers remains rela- 
tively constant. The number two 
man in an organization averages 
about 70 per cent of the chief execu- 
tive’s pay. The number three man’s 
compensation averages about 60 per 
cent of the top man’s pay. This sal- 
ary spread helps encourage subor- 
dinates to strive for promotion. 

The probability that executives 
will eventually have quite a bit of 
choice in how they are paid is voiced 
in many quarters. 

Byron Case, General Electric 
Company’s manager of Employe 
Compensation Service, says, “The 
coming trend appears to be away 
from mass treatment to the volun- 
tary or individual compensation 
plan where an executive and the 
company agree to that particular 
compensation mix that will most 
motivate him.” 

Dean H. Rosensteel, director of 
Executive Compensation Service for 
the American Management Associa- 
tion, predicts: “There will be more 
choice in types of compensation to 
suit an executive’s own situation.” 

General Motors, for one, has just 
allowed executives a choice between 
a cash bonus and stock option. 

In some instances the executive 
will be able to say when he is paid. 
This prospect is based on the grow- 
ing use of deferred compensation 
and other plans arranging for various 
types of compensation at times when 
they are most advantageous for tax 
and other purposes. 

A study completed this year by 
the University of Virginia Graduate 
School of Business Administration 
for General Dynamics Corporation 
reached these conclusions about the 
executive compensation: 


1. The executive acts in a unique 


role in the economy, a role not en- 
visaged in classical economic theory, 
that of making possible the effective 
working of organized groups. 


2. This special function justifies a 
special approach to the problem of 
paying him. His form of compensa- 
tion is more usefully looked on as 
inducement to perform than as a re- 
ward for services rendered; as such 
it has little of the residual character 
of the profits received by the entre- 
preneur of classical economic theory. 


3. Within certain broad limits set 
by custom and competition, execu- 
tive compensation is determined by 
the interaction of the needs of spe- 
cific business concerns and the needs 
and desires of particular men. 


4. For the individual company, ex- 
ecutive compensation is primarily 
an instrument for getting, holding 
and appropriately motivating the 
combination of competent manage- 
ment required for survival in a com- 
petitive society. 


S. Each individual executive is a 
special case and must be so con- 
sidered for compensation allocation 
if his effective effort is to be maxi- 
mized. 


It is also generally agreed that 
an orderly progression of salaries is 
necessary to meet the demands of 
the market and provide incentive to 
move ahead in the organization. 

For most executives, more than 
one type of compensation is neces- 
sary to reward and motivate because 
the job may be that of a hired man- 
ager, an arbiter, an entrepreneur and 
a professional, all at the same time, 

Further evidence of management 
interest in questions of executive 
compensation is the growth in the 
number of companies with written 
compensation policies and the coop- 
eration of surveyed companies in the 
AMA’s top management compensa- 
tion study. This comprehensive sur- 
vey contributes this current infor- 
mation to the store of data on the 
subject: 

Top executives’ salaries, bonuses, 
plus company contributions to these 
executives’ retirement funds _in- 
creased by 5.1 per cent in the past 
year, compared with a 5.9 per cent 
rise in compensation in the previous 
year. 

The rise in the rate of compensa- 
tion has been only slightly slowed 
by the current bind on profits. It 
slipped only .8 per cent in the past 
year while the rate of increase in 
profits of the surveyed companies 
plunged nearly 20 per cent for the 
same period. 

Today’s emphasis on research and 
scientific development hasn’t forced 
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“The smartest move of 


my selling career 


was joining [.D.S.!” 


by N. D. Akeley 


Mr. Akeley joined the sales force of Investors Diversified 
Services, Inc., direct from a successful career as a salesman 
and then sales manager of a food products company. Now, 
only 5 years later, he is one of the top I.D.S. salesmen in his 
division; has more than doubled his income; is well estab- 
lished as a leading citizen in his community. 





“I’ve been selling for a long time—nearly 18 years. And I’ve always been with good 
companies selling good products. But I will certainly say that the smartest move of 
my selling career was when I joined I.D.S.—Investors Diversified Services. 


“One thing I like is that I am practically my own boss, with my own busi- 
ness, and nobody puts any kind of ceiling on how much I can earn. 


“Another thing is that the products—the five mutual funds and the face- 
amount certificate company—are exclusive . . . and I have an exclusive territory 
on them. I am supplied with time-tested selling plans and the home office keeps 
me right up-to-date with good sales material. 


“Furthermore, I.D.S. gives me benefits no one ever offered me as a sales- 
man before: a generous retirement program; a yearly bonus; group insurance; 
hospitalization insurance. 


“And finally, one of the biggest reasons I like I.D.S.: the people you work 
with. They are on their toes .. . hard working . . . aggressive. You’ll get the idea of 
how aggressive when you consider that more than half the current assets under 
management of I.D.S., over $2-billion, have been added in the last seven years! 


“These are the reasons I am making a career out of selling for I.D.S., and 
why I think any successful salesman should consider this company too.” 
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CAN YOU QUALIFY TO REPRESENT 1.D.S.? 1 

| I 

l I.D.S. now has over 2,800 men and women representa- Interested in finding a full-time career opportunity with t 

| tives working out of 147 divisional sales offices in the America’s top sales team in its field? t 

| U.S. Because of rapid growth, we need even more ; a f 

| qualified people to help us service our more than 800,000 Have enough confidence in your own ability to sell a { 

| customer accounts. Can you meet these standards: top product on straight commission? } 

| : Reescatiy employed in selling or a closely related If you can answer “‘yes”’ to all the above questions, let’s 

I oe ios have a frank discussion about the opportunities. Write \ 

to 45 years of age! \ eeelian (he Fic <A em : 
/ S 5) 

| g Grady Clark, Vice-President, Sales, for an appointment 

| Now earning a minimum of $7,000 a year? at the I.D.S. office in your locality. 

I 

\ J 
4 


‘wou .§ Bhovestons Diversified Services, Inc. ---------- 


FOUNDED 1894 
DEPT. 1021, INVESTORS BUILDING, 8TH & MARQUETTE, MINNEAPOLIS 2, MINN. 





EXECUTIVES’ PAY 


continued 


any rapid rise in the compensation 
for ranking executives in science 
and engineering as yet. Their com- 
pensation has gone up no faster than 
has that of sales or production exec- 
utives, for instance. 

Generally, bonus payments were 
lower only where there was a pro- 
nounced drop in company earnings. 
The total paid under bonus or in- 
centive plans increased by 8.8 per 
cent over the past year. A little 
more than half the companies in the 
survey reported having bonus plans 
now, compared with a little less than 
half the year before. The bonus 
represents about 15 per cent of the 
total compensation to top executives. 

Company contributions to retire- 
ment plans continued the gradual 
rise that’s been apparent for the 
past several years. Contributions to 
these funds increased by 4.1 per 
cent, reflecting increased salaries as 
well as liberalization and expansion 
of these programs. Some 71 per cent 
of the companies gave pensions or let 
top executives share in profits last 
year, compared with 66 per cent the 
year before. 

The average compensation for a 
chief executive ranges from $15,000 
in an organization with sales volume 
from $500,000 to $1 million, up to 
an average of $377,000 in companies 
with more than $2 billion in sales. 

The findings in the survey are 
particularly significant because of 
the number and range of companies 
and executives represented. 

Compensation figures cover 34,- 
670 executives in 3,853 companies, 
both publicly and privately owned, 
with sales of more than $322 billion, 
net profits after taxes of $21.4 billion 
and total year-end employment of 
17.5 million workers. 

Much of the data in the study is 
taken from reports of this host of 
companies. Year to year compari- 
sons are based on a controlled group 
of about 11,000 top executives in 
1,400 companies in a wide range of 
industries. The latest figures on com- 
pensation are in some cases for cal- 
endar year 1956 and in some cases 
for the fiscal year that ended this 
past July 1. 

Mr. Rosensteel has been studying 
the subject for 18 years. He has 
been conducting AMA’s top man- 
agers’ compensation survey since its 
start in 1950. 

Since that year there has been a 
little less than five per cent increase 
in total executive compensation each 
year, compared with about a 7.5 per 
cent increase annually between 1940 
and 1950. In coming years, Mr. 
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Rosensteel expects that the rate will 
average around five per cent, with 
only severe economic changes hav- 
ing much effect on this rate. 

“There is more emphasis on base 
salary to provide security,” Mr. 
Rosensteel says, “which adds sta- 
bility to the compensation.” 

Pressures from politicians, organ- 
ized labor and stockholders some- 
times tend to hold down top man- 
agement pay. Executive pay in a 
government-regulated industry such 
as public utilities is generally lower 
than in non-regulated industries. 
However, in regulated industries the 
element of risk is often not as great. 

The AMA survey, for example, 
shows that the presidents of durable 
goods manufacturing companies 
with $10 million sales volume aver- 
aged compensation of $50,000. Pres- 
idents of utilities with $10 million in 
sales got only $30,000. Presidents 
of durable goods manufacturing 
companies with $100 million in sales 
averaged $100,000 last year, while 
presidents of utilities with the same 
sales volume averaged only $75,000 
in compensation. 

Philosophizing on executive com- 
pensation, General Electric Presi- 
dent Ralph J. Cordiner told Na- 
TION’S BUSINESS: 

“The relatively few people who 
are finally successful in attaining 
top level positions in competitive 
industry and are effective in carry- 
ing out these responsibilities for the 
common good, are the highly com- 
petent survivors of a competitive 
struggle that is all the more intense 
because of the potential rewards. 

“The promise of unusual material 
compensation is not, of course, the 
whole answer to motivation of our 
most remarkable men. But it is a 
very necessary base for the. total 
motivation and satisfaction struc- 
ture. Where the eventual material 
reward is not potentially high 
enough to motivate the most capable 
people to their best performance, 
most important positions will be 
filled by mediocre producers. 

“Leaders with outstanding com- 
petence and drive will greatly im- 
prove the opportunities for millions 
of others to make their full con- 
tributions.” 

The salary is the most important 
form of compensation, most execu- 
tives will agree. The dollar amount 
of salary is easier to see than the 
dollar value of some other forms of 
compensation. To most people, it 
represents the executive’s market 
value and to some degree his rank 
in his society. 

“As a form of compensation,” says 
the University of Virginia study, 
“... only a straight salary suggests 
that the payee is primarily a hired 





man, not a part owner or even a pro- 
fessional manager.” For the com- 
pany, salaries are a fixed charge 
against earnings that can’t be quick- 
ly reduced in bad times as can, say, 
bonuses. For the executive, pro- 
gressive tax rates shrink the real 
value of higher salaries. So busi- 
ness has turned to other forms of 
pay to supplement the salary and 
increase the stimulus. Major forms 
of additional compensation are: 
THE Bonus. This is a means of 
recognizing an  executive’s own 
achievements. It is a direct and 
fairly immediate type of incentive 
payment. 

PROFIT SHARING. This is a means 
of letting an employe share in the 
company’s success. It also is fairly 
direct and immediate. 

Stock PLans. Stock purchase, 
option or bonus plans permit the 
manager to tie his fortunes more 
closely to the company’s. Such pro- 
grams offer a future rather than im- 
mediate gain, providing that the 
market keeps rising. 

DEFERRED INCOME. In this type 
of pay arrangement, the compensa- 
tion is delayed until after retirement 
when the manager’s tax liability will 
be less than during his working 
years. It also can help hold an ex- 
ecutive in a job. 

(With some of these forms of 
compensation, of course, there is no 
guarantee as to amount or specific 
value of the compensation. ) 
PENSIONS AND INSURANCE. Both 
are protective forms of compensa- 
tion and are long-range types. 
FRINGE AND PRESTIGE BENE- 
FITS. These include use of cars and 
airplanes, club memberships. 

“Symbols of status,” says General 
Dynamics Vice President Robert P. 
Meiklejohn, “such as long vacations, 
generous expense accounts, club 
memberships, executive medical pro- 
grams, larger and more elaborately 
appointed offices—with windows and 
a key to the executive washroom .. . 
exert a profound influence on the 
morale, and hence the motivation, 
of executives (but are) manifestly 
no substitute for a sound salary 
structure.” 

Most progressive companies use 
a mix of some or all kinds of com- 
pensation to spur the executive. One 
of the early users of different forms 
of compensation and benefits, for 
instance, is General Electric Com- 
pany. This company had hospitali- 
zation insurance and pension plans 
more than half a century ago. About 
five years ago, GE developed a com- 
pensation plan to fit its decentral- 
ized organizational set up so that 
now a GE department general man- 
ager has as much authority over 

(continued on page 86) 
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MONEY NEEDS 
continued from page 33 


and between short- and long-term 
uses of funds disappear. Purchasing 
machinery, constructing plants, ac- 
quiring other firms, in fact all in- 
vestment, may be financed out of 
short-term bank credit. 

The survey indicates that one 
fourth to one third of all business 
firms have used short-term bank 
credit to finance capital expendi- 
tures in the past few years. 

Bank credit is usually used for 
investment purposes by executives 
who believe that “Business consists 
in using other people’s money.” Ac- 
cording to this fourth type of under- 
lying attitude, it is not the debtor 
who is dependent on the creditor; 
on the contrary, it is the lender who 
acquires a stake in the business of 
the debtor. Bank credit is short-term 
only in form; it is felt to be renew- 
able at the will of the debtor. 

It is further thought that being in 
debt with a bank or a banking group 
makes it easier to borrow additional 
funds. Even having large liquid 
funds should not stop businessmen 
from borrowing from banks. Through 
borrowing one establishes credit. 
One should borrow, not when a 
new project creates a need for funds, 
but much in advance of such a con- 
tingency. Having an assured line of 
credit makes it possible to act with- 
out interference by bankers and 
without considering changes in the 
money market. 

Small changes in the interest rates 
are unlikely to alter any of these 
philosophies quickly. 

The survey also puts in question 
the notion that businessmen, need- 
ing or desiring to borrow, commonly 
shop around for favorable rates. 

According to this theory a busi- 
ness firm which realizes the need 
for making certain investments cal- 
culates that by so doing it could 
make X per cent. It then shops 
around and finds that it could bor- 
row money at the rate of Y per cent. 
If X is higher than Y, the project 
will be carried out. 

Today, in this country, most busi- 
ness firms do not shop around for 
credit. They have one or several 
primary banking connections which 
remain stable over many years and 
from which they borrow. The Sur- 
vey Research Center study showed 
that hardly more than one fourth of 
large and medium-size American 
business firms have made any 
changes in their primary banking 
connections since World War II. 
Furthermore, most of the changes 
made consisted in adding new pri- 
mary banks (often in connection 
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for an office copy machine 
...-the all-automatic 
DRI-STAT ‘200’ 


Here’s the photocopyer you’ve been 
waiting for. Low in cost, high in effi- 
ciency, the new DRI-STAT ‘200’ is the 
first truly automatic office copy 
machine priced under $350. 


Look at these wonderful features: 

e Will copy anything; if you can see it, 
the DRI-STAT ‘200’ can copy it. 

@ Makes copies in normal room light; 
no hoods or subdued light necessary. 


e Handsome stainless steel-aluminum 
construction; no plastic parts. 


e Easy to operate; anyone can make 
perfect copies after a few minutes’ 
instruction. 

e Copies any original—opaque, trans- 
lucent, transparent—up to 9” wide 
in any length. 


AUTO-FEED, an exclusive, automatic 
paper feed is optional. Dri-Stat ‘200’ 
with Auto-Feed is $245. Also available 
is the Dri-Stat ‘400’ which copies 
materials up to 14” wide. 


FREE ...............+..--.-) a 


Ask for this informative, un- 
biased fact-folder, “Office 
Copy Machines and How to 
Choose the One to Suit Your 


Needs.” 
€ 


STAT 


Name 


DRI-STAT DIVISION 
Peerless Photo Products, Inc. 
Shoreham, N. Y. 

[O Please send me your FREE folder, “Office 
Copy Machines and How to Choose the 
One to Suit Your Needs.” 


(0 I'd like to see a FREE Demonstration. 
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There is plenty of elbow room in the midst of 
great chemical and mineral wealth here in 
Treasure Chest Land where America’s next big 
industrial development is already underway. 


The vast four-state area in which Utah Power & Light 
Company serves offers industry the unique combination 
of abundant resources, proximity to fast-growing mar- 
kets, and plenty of elbow room for plant sites and 
workers’ homes. 

National firms with plants here find an unusually high 
level of productivity from a labor force that enjoys 
uncrowded living and matchless recreational oppor- 
tunities in these “great open spaces.” Industrial man- 
agement knows the growing importance of these factors. 
A study of the potentialities for you in Treasure Chest 
Land will be very much worth your while. 
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© Every major basic raw chemical. @ Largest steel mill west of 
@ 60% of U.S.A. phosphate reserves. Mississippi. 
@ 214 different minerals. @ Low-cost power, water, fuel. 
@ One-third of nation's copper. @ Intelligent and stable labor force. 
@ Largest proved uranium reserves @ Sound diversified economy. 
in the nation. © Healthful climate with low 
@ Greatest concentration of non- humidity. 
ferrous metal mills, smelters, re- @ A gateway to the rich, far west 
fineries in the U.S.A. market where America is grow- 
@ One-quarter of nation’s bitum- ing fastest. 
inous coal reserves. @ Plus .. plenty of “elbow room.” 


Detailed information is pre- 
sented in our brochure, “A 
Treasure Chest in the Growing 
West.” For a copy, write, wire 
or phone to W. A. Huckins, 
Manager, Business Develop- 
ment Department, Dept. 48, 
Utah Power & Light Co., Salt 
Lake City 10, Utah. Inquiries 
held in strict ‘confidence. 
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MONEY NEEDS 


continued 


with mergers or expansion) rather 
than replacing old primary banks, 

Most executives spoke of the value 
of stability in banking connections 
and of the dangers associated with 
being a bank changer. Tradition as 
well as inertia plays a large role. 
Making changes might, perhaps, 
achieve some small advantages, but 
these will be temporary. The con- 
sensus is that it is better to stick to 
what one knows and to what one is 
accustomed than to chase after tem- 
porary advantages. Expressions of 
loyalty to and faith in banking con- 
nections that, in many instances, 
had been established several dec- 
ades earlier were added to state. 
ments expressing satisfaction with 
existing banking partners. 

Banking relations require mutual 
trust which permits discussion of 
ideas and plans even before they are 
in the project stage. This is possible 
if there are close relations between 
business and bank executives. 

Some executives went so far as to 
use an analogy between banking 
connections and marriage: Neither 
should be disrupted because of oc- 
casional disagreements. One feels 
assured that one will be taken care 
of in case of need, if businessman 
and banker are friends of many 
years’ standing. 

Overwhelmingly, then, banking 
connections are long-term, stable 
relations rather than arrangements 
made in connection with a single 
transaction. Similarly, many in- 
vestment decisions are not the result 
of narrow profit and loss calcula- 
tions. Frequently business execu- 
tives feel that they have no choice 
in many of their capital expendi- 
tures; they are compelled to under- 
take them. The feeling of compulsion 
comes from sales trends (even if one 
operates at capacity, demand by 
old customers cannot be left to com- 
petitors) and from competitors’ ac- 
tions (it is frequently felt that tech- 
nological innovations made by com- 
petitors must be adopted). 

In both respects the underlying 
motivational force is striving for an 
increase of the firm’s share in the 
market or, at least, striving to main- 
tain the firm’s share. Therefore, de- 
cisions to invest are often independ- 
ent of decisions about financing the 
planned expenditure. What must 
be spent on new construction and 
machinery will be spent even if 
money costs more than in the past. 

A further consideration is that 
capital expenditures frequently rep- 
resent policy decisions made several 
years in advance. In no other aspect 
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of business life are long-range budg- 
ets more frequent. Such budgets 
make for a certain inflexibility of 
capital expenditures. Many of them 
are carried out even if new develop- 
ments—say, changes in interest rates 
or in sales—make them less advan- 
tageous. To be sure, catastrophic 
events or a basic change in the en- 
vironment—such as the outbreak of 
war—may induce sudden and radi- 
cal changes in plans. But gradual 
small changes often represent stimuli 
which remain below the threshold. 

For these reasons, when top man- 
agement determines that capacity 
should be increased, the task of ex- 
ecutives in charge of money is to 
provide the funds as cheaply as 
possible. They may take the init- 
iative only with respect to the tim- 
ing of the investment. They may 
advise that the investment be post- 
poned if they think that interest 
rates will fall and the funds might 
be obtained more cheaply later on. 
Alternately, when impressed by an 
increase in rates they expect further 
tightening of money, they may ad- 
vise to proceed in a hurry or even 
to borrow in excess of immediate 
requirements. 

Such basic attitudes toward bor- 
rowing as_ these—long-established 
convictions and practices about not 
resorting to external funds, about 
borrowing for purposes of working 
capital only, or about borrowing for 
any and all corporate purposes—are 
likely to endure. 

Yet this is not the whole story. 
It has been shown that bank credit 
has frequently been used to finance 
long-range projects. In some cases 
such borrowing is done through term 
bank loans which are intended to be 
repaid from internal funds expected 
to accrue in the near future. In 
many cases the borrower counts on 
the renewal of the bank loans at 
maturity. If renewal of bank credit 
does not appear to be fully assured, 
tight money may make a difference. 
In this case, the decision not to 
borrow may result from fear of not 
being able to renew bank credit at 
some future date, rather than high 
interest rates. 

Whether or not this has happened 
in the recent past is not known. 
Whether it will happen in the near 
future cannot be predicted. It is not 
presently feasible to predict busi- 
ness reactions to new developments. 

A start has been made, however, 
in recognizing the importance not 
only of facts and figures but also 
of such equally valid factors as atti- 
tudes, traditions, and personal re- 
lations. We have seen the necessity 
for economists and psychologists to 
join forces if the business picture is 
to be seen in true perspective. &ND 
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Small-budget accounting 


Priced right for small business budgets, the 
Burroughs Director Accounting Machine 
provides many big-machine advantages, in- 
cluding front-feed carriage and register se- 
lection for all-purpose figuring. 

Ask for a free demonstra- 

tion. Burroughs Corporation, 
Detroit 32, Michigan. 
“Burroughs’’—Reg. TM. 
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like to have a 
witness on 
your truck 


when an 
accident occurs? 


TACHOGRAPH crac rave voon wood 2s 


_legal evidence for protection of driver & owner 


When you equip your trucks with Wagner-Sangamo TACHOGRAPHS, 
you have a supervisor in every cab...a witness for every movement of 
the vehicle. Kees 
TACHOGRAPH charts provide graphic proof of the vehicle’s movements HHA 

... factual information that can be helpful to your legal department in AjHTGY 
eliminating costly court cases and in settling accident claims. 

| The TACHOGRAPH chart records: when truck started—speed and distance 
traveled—duration of stops—and idling time. They encourage safer, more 
efficient driving practices that lower your truck operating costs. 

For the complete story on the Wagner-Sangamo TACHOGRAPH, and 
how it can help your trucking operation, mail the coupon below. 
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SELLING 


GETS NEW 
EMPHASIS 


Manufacturers step up 
sales aids, training, for 
independent merchants 


THE INDEPENDENT, personal-service merchant is 
increasingly important in the national distribution 
system. 

To help him meet the growing demands for the type 
of service he gives best, manufacturers and whole- 
salers are backing him up with sales assistance worth 
an estimated $500 million. Hundreds of thousands of 
stores are showing the effects of these joint merchan- 
dising campaigns. 

The independent merchant has survived a succession 
of changes and new ideas in the distribution field. 
What’s going on today is proof that the smallest mer- 
chant can adopt many methods of his larger rivals and 
come out stronger than ever. As this dawns on manu- 
facturers and distibutors, more and more of them are 
rallying to his cause. But the application of these 
methods requires careful fact-finding, trained scien- 
tific research and, most of all, skillful leadership. 

A series of marketing surveys brought out the fact 
that the independent personal service merchant is an 
important man. 

One of the first of these was conducted by the Bul- 
ova Watch Company among 2,000 men and women 
from coast to coast. It showed that more than 83 per 
cent of those surveyed wanted to buy their watches 
from an independent jeweler. It found that, in the cus- 
tomer’s eyes, the jeweler ranked first because of the re- 
liability of the store, good past experiences, friendship 
with the personnel, dependable advice, good service 
and good selection. As a result, the company has ex- 
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panded its nationwide program to help the jeweler be- 
come a better merchandiser. 

In the programs being carried on by suppliers, not 
the least of the aids has been assistance in maintain- 
ing morale. 

Says Harry Towers, manager of the National Asso- 
ciation of Retail Druggists: 

“In the first place, the consumers need the indepen- 
dent. Are the American people going to throw away 
institutions they developed themselves? The corner 
drugstore? Their personal butcher? The reliable 
jeweler? And a score of others like them? 

“In the second place, the manufacturer needs him. 
You’ve got to start a new product with the indepen- 
dent retailer. When you can show volume, the big 
outlets will take it. The manufacturer needs a lot of 
independent retailers to keep a full line out for his 
customers.” 

A number of surveys have demonstrated that the 
personal service merchant—one who does his own sell- 
ing instead of leaving it to the display rack—has many 
valuable assets. 

People will buy from him, often overlooking a price 
differential—under these circumstances: 


Where they don’t have knowledge of the product— 
or need to choose between two similar products. 
Here the customers are not only buying a product; 
they are buying the retailer’s experience or technical 
knowledge and the feeling of security that they derive 
from his advice. The customer needs this advice when 
he goes to the drugstore to buy vitamins, for example. 


In cases where operating troubles can develop. This 
might be something like a television set or an air con- 
ditioner. In such cases, the community merchant has 
a particular advantage because he is available for 
service. 


An item which the customer has to be shown how to 
operate. An example is a do-it-yourself power tool in 
a hardware store. 


Items on which the customer needs help in choosing 
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a particular type for a particular use. Varnish or 
paint for a special household use would be in this 
category. 


Items where special professional skill is needed for 
selection or maintenance. These include items where 
fashion is an important element. The fashion author« 
ity of a retail store gives the shopper a feeling of 
confidence. 

All of these things come under the heading of per- 
sonal selling assistance. Beyond these, the personal 
service merchant has a number of important services 
which he can offer. Among these are: 


Delivery service. Increasingly important with the in- 
creasing number of women working. 


Telephone orders. People are so busy these days that 
they’ll pay a premium to keep on schedule. 


Convenient hours. More and more women work in the 
daytime. In many other.ways, too, family habits have 
been changing. The family car is free in the evening 
and everybody goes shopping. More and more stores 
are staying open to accomodate them. Many have 
telephone service on Sundays. 


Charge accounts. Credit has become increasingly 
important. More people have become used to buying 
major appliances on time and they are extending the 
habit to small things. The charge account is one of the 
greatest assets of the independent merchant. 


Personal acquaintance with the customer. Most peo- 
ple want to be recognized by name; like to do business 
with someone they know. If the merchant takes the 
trouble to do so, he can establish a transference or at- 
tachment much like that which the patient has for his 
doctor. 


Community status. The local independent retailer 
has all the advantages in community status. People 
like their money to stay in the community. 
However, when all is said and done, personalized 
selling is the community merchant’s greatest asset. 
Together, merchant and supplier have recognized the 
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fact that, to be a better salesman, the merchant and 
his clerks must have a better knowledge of the product 
they are selling and they have been working together 
to provide it. 

“But they have also recognized that providing better 
personal selling does not absolve the merchant from 
the obligation to run a good store,” says Arthur H. 
White, retailing specialist of Stewart, Dougall and 
Associates, management consultants. ‘He has to be a 
good merchandiser and his establishment has to look 
as sharp as the chain store or the supermarket. Custo- 
mers today won’t put up with sloppy methods. Nor 
can the merchant himself afford them. He has to be 
efficient to survive.” 

Summing up their efforts, merchant and supplier 
are cooperating to accomplish these things: 
> Training of personnel in personal salesmanship 
through: product knowledge, how-to-do-it applica- 
tions, improved sales techniques. 
> Store modernization. 
> Improved store management; better systems of store 
records on sales and inventories, business analysis. 
> Better product service. 
> Assistance on installment and credit plans. 
> Better local advertising, promotion and display, 
community relations programs. 

Wholesalers and manufacturers in the drug field, 
where 77 per cent of the business is done by independ- 
ents, have done one of the outstanding jobs—in terms 
of visible results—of working with the retailer. In the 
main, this help takes the shape of sales training, store 
modernization, advertising and promotion assistance. 
A reliable authority in the field estimates that manu- 
facturers, distributors and associations are spending in 
excess of $100 million a year in this cause. 

Among the manufacturers, one of the most active is 
Johnson & Johnson, which in 10 years has spent 
$750,000 assisting outlets along all three lines. John- 
son & Johnson combines them all in a program en- 
titled “Design for Selling,” outlined in a three-part 
manual and supplemented by a circulating motion 
picture, “Sell as the Customers Like It.” 

The National Retail Hardware Association, with 
the help of 25 manufacturers, has a correspondence 
training course with a registration of 5,000. It will 
train 12,000 in the course of a year. Hardware sup- 
pliers and their associations spend nearly $50 million 
a year helping the retailer. 

Back of such activity is the industry’s serious con- 
cern over declining retail profits. 

“Profits slipped back from 2.25 per cent in 1955 to 
1.90 per cent in 1956,” reports Thomas H. Jenkins, 
of the association’s management service. “Since 1946, 
expenses have increased about 55 per cent while sales 
have held to the same level. Salary expense has risen 
5.8 per cent in the past year; at the same time, average 
sales per person went up only 3.7 per cent.” 

In the appliance industry, the personal service re- 
tailer has been getting cooperation of such major 
appliance manufacturers as the General Electric 
Company, seeking exposure of its products in the 
optimum number of outlets. It is estimated that appli- 
ance manufacturers and distributors will spend about 
$200 million this year in such activities. 

In the booming toy industry, which has rocketed 
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from a $300 million to $1 billion 
gross since World War II, retailers, 
with the help of manufacturers, are 
beginning to move into new and in- 
genious areas of personal service: 
such things as helping the parents 
choose the right toys, run parties 
and remember birthdays. 

“This is the sort of thing your big 
outlet can’t do,” says B. F. Mich- 
tom, chairman of the board of the 
Ideal Toy Corporation. 

“The personal service retailers 
must go in this direction because 
after a while the price competition is 
going to shake him down and he'll 
have to sell on a new basis in order 
to survive.” 

“Department stores,” says Nor- 
man Clement, Jr., partner in Cresap, 
McCormick and Paget, management 
consultants, “have chosen to evolve 
in three ways. First, fight fire with 
fire—meet the competition with its 
own weapon: price. The stores which 
have chosen this course are slugging 
it out on a price for price basis, 
mostly in branded small appliances 
and housewares, sometimes closely 
approaching a self-service or self-se- 
lection basis themselves. 

“The second policy is: Get out of 
business on competing lines. Follow- 
ing this policy, some have elimi- 
nated such products as appliances; 
many have cut out food departments 


and many have leased low-profit de- 
partments to chains. 

“The third basis of competition is: 
Give full service with normal mark- 
up and improved personal salesman- 
ship.” 

Now, let’s take a more detailed 
look at cooperative supplier-retailer 
activity under the six headings into 
which most of the activity falls: 


Sales training and selling services 


In the appliance industry, manu- 
facturers are paying more attention 
to the role of the salesman. Recent 
surveys, which show that approxi- 
mately 30 days elapse between the 
glint in the eye and the actual pur- 
chase, emphasize the importance of 
the salesman as a major factor in 
the final choice. General Electric’s 
attitude is: If you use advertising to 
bring the customer in, you need a 
high degree of personal salesmanship 
to make the most of your investment 
in advertising. Or, in the words of one 
General Electric major appliance 
marketing specialist: 

“National advertising ‘brand ori- 
ents’ people; local advertising ‘store 
orients’ people; the salesman is al- 
ways important in getting the cus- 
tomer’s name on the dotted line.” 

As a result of its findings, Gen- 
eral Electric is conducting product 
sales training sessions for retailers 
through its wholesaling organiza- 
tions—principally indoctrination on 
the features of the product itself, 
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and the methods of communicating 
these features to prospects. 

Perhaps in no other line of mer- 
chandising is the need for intimate 
knowledge of the product as great as 
it is in hardware. The high cost of 
“having it done” has turned a vast 
army of homemakers into “do-it- 
yourselfers.”” However, most of these 
people are amateurs and need help. 

They ask: 

“What type of fasteners should be 
used in cement?” 

“What kind of paint should I use 
over the kitchen range?” 

“How would I use this power tool 
on my kitchen paneling job?” 

The industry as a whole is recog- 
nizing the need of educating sales- 
people to answer such questions. 
Five hundred of the leading manu- 
facturers have provided the Nation- 
al Retail Hardware Association with 
information on preparing a how-to- 
do-it course—part of its advanced 
sales cost in hardware retailing. 

The NRHA’s state associations 
carry on schools of product know- 
ledge attended by 300 to 400 store 
owners. Here manufacturers display 
their products and demonstrate what 
the products are used for. 

Among the manufacturers, one of 
the retailer’s most aggressive helpers 
is Reynolds Metals, which handles 
a line of consumer products through 
retail stores. Last year, not only did 
Reynolds put a mammoth picnic- 
time display in 18,000 grocery stores 
—including 50 products of other 
manufacturers—but it pushed “do- 
it-yourself aluminum” and distrib- 
uted countless booklets on how to 
make products including this ma- 
terial. Instructions are given ‘in 
printed form and the company sends 
salesmen to teach retailers how to 
give how-to-do-it instructions. 

Among the department stores, the 
most progressive are engaged in an 
all-out effort to increase employe 
productivity. Training courses are 
on the rise, both in salesmanship and 
product knowledge. Training films 
are being widely circulated among 
cooperating stores. Many of them 
teach the basic principles of sales- 
manship; others, largely circulated 
by manufacturers, give detailed in- 
struction on products. Department 
managers hold weekly meetings to 
instruct not only in basic salesman- 
ship but to pass on information about 
new products. Buyers cooperate in 
these courses to transmit the latest 
information about the merchandise 
they have purchased. 

Productivity of precious sales help 
is being conserved by supplying sup- 
plementary workers for less skilled 
jobs, such as “clericals” and stock- 
room personnel. Maison Blanche in 
New Orleans started preparing for 

















the Christmas rush last summer by 
laying out new floor plans to make 
cash registers and reserve stocks 
more readily available, as well as 
supplying supplementary assistance 
for valuable sales help to relieve 
them of mechanical functions. It all 
goes to save customer waiting time. 

Department stores, as well as re- 
tailers in general, are getting in- 
creased help from manufacturers in 
the form of instructions and labels 
that come with the merchandise. 
Some manufacturers send represent- 
atives to stores to help indoctrinate 
employes on material. For example, 
Du Pont representatives instruct the 
sales people on the use and mainte- 
nance of some of the new fabrics. 

Many department stores are also 
adding services for the convenience 
of the busy shopper. For example, 
the Lazarus Store in Columbus, 
Ohio, operates the “Ann Sterling 
Shopping Service” which shops the 
store for any item described by let- 
ter or telephone, calls back with a 
description and makes the sale if 
the answer is “yes.”” This store has 
also put intercom phones on pillars. 
A customer presses a button, names a 
desired item, and a pleasent-voiced 
girl gives directions to the counter 
where it is. 

Suppliers of all types of stores 
often have their salesman supply 
direct sales aids to retail personnel 
during their regular rounds. Rules 
for five such sales aids are these, as 
listed by R. C. Allen, vice president 
of Stewart, Dougall and Associates: 


Talking points. Finding store clerks 
unable to tell customers anything 
about his line of shears, one manu- 
facturer put a layout of several dif- 
ferent kinds of shears on a display 
board. On the back of the board he 
pasted instructions about every 
product. When the clerk read the 
data about each pair of shears, he 
sounded like an expert. 


Samples. After the clerks take a 
sample of an article home and try 
it, they are not only able but willing 
to talk about it. 


Displays. Whenever the salesman 
puts up a display, he should brief 
the store owner thoroughly about its 
potentialities and tell him exactly 
what he can do in terms of conti- 
nuity and follow-up. 


Space use. The salesman can make 
undying friendships by giving store 
owners tips on how best to use im- 
portant selling space in the store. 


Talks with clerks. Personal talks 
puff up the clerks’ ego and invar- 
iably result in more-sales of a sup- 
plier’s products. Manufacturers and 
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wholesalers are giving salesmen 
quotas of calls that assure time to 
do these things. 


Store modernization 


By far the most widespread store 
modernization programs are con- 
ducted in the drug industry. 

Out of the 20,000 druggists re- 
questing the three-part “Design for 
Selling” manual put out by Johnson 
& Johnson (sales training, store 
modernization and advertising-pro- 
motion) , more than 30 per cent had 
started modernization within 90 
days. A company survey of 1,000 
druggists requesting the program 
showed that 89 per cent used it. 

Individual druggists report strik- 
ing results: 

“The effectiveness of our remod- 
eling program was proved by a 300 
per cent increase in business,” re- 
ports a store in Seattle. 

“Our poorest day is now better 
than our best day before,” is a re- 
port from Brooklyn. 

McKesson & Robbins, Inc., offers 
a special plan supported largely by 
the sale of drug fixtures on an easy 
financing plan. McKesson claims its 
store modernization service is one 
of the most extensive in any channel 
of distribution. More than 60 store 
designers operating in 45 states have 
modernized one out of every seven 
drugstores in the country, in the 
past six years, the company reports. 

Other manufacturers and whole- 
salers also provide a variety of serv- 
ices. For example, Ketchum and 
Company of New York, offers the 
druggist opening a new store a serv- 
ice which includes the planning of 
store layout, physically moving the 
stock and shelving it, and even pro- 
viding experienced clerks during the 
opening day. 

In another industry-wide pro- 
gram, the National Retail Hardware 
Association provides engineers to 
help its members modernize stores. 

Interesting modernization projects 
are being carried on by individual 
department stores. The Richards 
Department Store in Miami, has re- 
vamped its whole establishment to 
speed service and make it easier for 
the customer to find things. Giant 
directional lettering identifies de- 
partments. Walls are done in arrest- 
ing colors not only to glamorize the 
store but for greater ease in giving 
directions. Signs, labels and instruc- 
tion on the merchandise not only 
give quick and easy information on 
size, material and price, but also 
make it easy to find. Richards also 
speeds handling of stock by storing 
it in specially designed fixtures, 
cases and bins for accessibility. 
Improved store management 


The drug, jewelry and hardware 
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Now Major 
Medical 
Protection 
for Firms 
with 10° to 24 
Employees 


Travelers Special Group and Spe- 
cial Employee plans now include 
Major Medical Expense Insurance. 


By providing this protection for 
your employees and their depend- 
ents, you furnish the means to cope 
with personal disaster and add to 
day-to-day confidence on the job. 


Other features of these special 
plans are: 


Life insurance doubling in event 
of accidental death; Weekly in- 
demnity for non-occupational 
accident or sickness; Hospital, 
surgical, and medical benefits; 
Laboratory, X-ray, supplemen- 
tary accident and polio benefits. 


A complete employee benefit pro- 
gram for your company costs much 
less than you may think. See your 
Travelers agent or broker for full 
details. 


*Minimum of 15 employees required in Florida 


THE 
TRAVELERS 


INSURANCE COMPANIES, HARTFORD 15, CONNECTICUT 
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All forms of business 
and personal insurance including Life « 
Accident « Group « Fire « Marine « 
Automobile + Casualty «+ Bonds 
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fields lead in the dissemination of 
information on store management. 
An outstanding example is_ the 
school for jewelry store owners and 
managers run by the Bulova School 
of Watchmaking, supported by the 
Bulova Watch Company. In cooper- 
ation with the New York University 
School of Retailing, the company 
conducts semiannually a two-week 
course in jewelry management and 
merchandising which brings in men 
and women from all over the United 
States and Canada. 

The course is practical, intensive 
and hard-hitting. Its teachers include 
not only university retailing special- 
ists but successful jewelers as well. 
It deals with gems, crystal, silver- 
ware, china, engraving and other 
services. 

The courses cover advertising and 
sales promotion, product instruc- 
tion, selling and sales training, buy- 
ing and merchandising. But mainly 
they concentrate around store man- 
agement—store organization, financ- 
ing and budget control, accounting 
practices, tax problems, merchan- 
dise management and sales plan- 
ning, and stock control systems and 
pricing. 

To members of the National Re- 
tail Hardware Association private 
and confidential discussions of store 
operation are made available. Ad- 
vice distilled from hundreds of con- 
tacts with other dealers is shared 
with NRHA members through asso- 
ciation staff specialists. 

In the drug field, any number of 
wholesalers advise retailers on store 
management. 

Henry B. Gilpin, drug wholesaler 
of Washington, D. C., offers his cus- 
tomers a financial department to 
make detailed business analyses for 
more efficient operation. 

Eli Lilly & Company runs still 
another kind of service. Hundreds of 
druggists in all categories send in 
operating statements and, with these 
as a basis, the company then gives 
pointers on what’s out of line. It 
also uses these statements for gath- 
ering financial statistics of value to 
all the cooperating retailers. 

Stimulated by the current cost- 
profits squeeze, new methods of 
more efficient store accounting are 
now being evolved. One of these is 
merchandise management account- 
ing, which cuts through the maze of 
old costing practices to figure the 
profitability of the individual item. 
Thus, a store management can price 
each item according to the profit it 
contributes. Then the customer can 
get a price break on many items 
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Drug, jewelry and hardware fields lead in the 


dissemination of store management information 


where he has heretofore been smoth- 
ered by a blanket mark-on. The 
store manager can compete more 
realistically on many mass market 
items where he previously thought 
he was priced out of the market. 

“This kind of costing will allow 
the retailer—particularly the depart- 
ment store—to follow a more realis- 
tic pricing policy, which recognizes 
variations in the need for personal 
selling among products,” says Carl 
Hoffman, director of McKinsey and 
Company, marketing consultants. 
“Department stores need to empha- 
size the type of merchandise and the 
price lines that will appeal to their 
clientele. The trouble with many de- 
partment stores is that they allocate 
too much space to lines of merchan- 
dise that are of no interest to their 
customers.” 


Better product service 


In any products where operating 
troubles develop, service is one of 
the personal service retailer’s best 
assets. 

More progressive retailers are do- 
ing so and in some cases the distrib- 
utor is beginning to get into the act. 
Kaufman and Straus, of Louisville, 
Ky., has worked out an arrangement 
on Westinghouse products whereby 
its jobber assumes the responsibility 
for deliveries, installations and serv- 
ice. The store provides only the 


showroom and the credit. This is an 
arrangement which shows great 
promise of solving some of the knot- 
tier costing problems, both for the 
store and the jobber. 

In the merchandising curriculum 
of Bulova School, repair and engrav- 
ing are listed high among “services 
and devices which the retail jeweler 
can utilize to his advantage in deal- 
ing with present-day competition.” 
Courses on the subject get major 
attention in the school. 


Installment and credit plans 


Manufacturers and associations in 
several industries help the retailer 
set up improved credit and install- 
ment buying practices to compete 
with a growing volume of credit 
business on the part of mail order 
houses and discount houses. 

The National Retail Hardware 
Association helps dealers handle 
credit problems with its hardware 
budget plan, which shows the dealer 
how to handle financing, service 
charges and collections, so as to add 
a financing profit to his merchandis- 
ing profit. 


Advertising, promotion, displays 


In all branches of industry, assist- 
ance in advertising, promotion and 
displays is probably the most widely 
dispensed aid to retailers. In many 
fields it is liberally included in the 
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programs of manufacturer, distrib- 
utor and association: 

General Electric Company’s ma- 
jor appliance distributors provide 
local advertising tie-ins and promo- 
tions based on the manufacturer’s 
own national product advertising. 

The National Retail Hardware 
Association provides members with 
mats for advertising, suggests win- 
dow displays and provides countless 
promotional innovations. 

In the Bulova-Nyu School mer- 
chandising experts and practicing 
jewelers pass along the latest meth- 
odology in sales promotion and the 
selection of advertising media, con- 
struction of advertisements, advertis- 
ing budgets and plans, store public- 
ity and promotional ideas, principles 
and practice of display. 

Necessity has inspired some in- 
teresting promotional inventions in 
the toy industry. One dealer, for ex- 
ample, has developed a number of 
ingenious devices to build up a fol- 
lowing in his community. He has a 
special truck which looks like a cir- 
cus cage; it fairly screams “TOYS” 
as it goes around town making de- 
liveries. His packaging is distinctive, 
with special colors and designs. He 
advertises regularly in the local pa- 
pers and has made himself a person- 
ality in his community. He sends 
birthday cards to youngsters all over 
town. He gives talks to women’s 
clubs on choosing the right toy for 
the right age. He tells parents: “‘Let 
me run your neighborhood birthday 
party; Ill provide all the decora- 
tions and doodads you need and ad- 
vise what kind of toy to buy.” 

Revell, Inc., makers of hobby kits 
containing planes, boats and other 
objects dear to the boy’s heart, car- 
ries on a huge, nationwide program 
of assistance for the retailer. 

“In our experience,” says Lewis 
H. Glaser, Revell’s president, “‘the 
smaller independent retail outlets 
have three main problems: lack of 
ready cash, lack of space and lack of 
merchandising know-how. We help 
with the first two by granting liberal 
credit and by packaging to suit the 
store’s space limitations. On the 
third, the company sends special 
sales representatives all over the 
country to educate dealers on effec- 
tive display, sales techniques, pro- 
motion and community relations.” 

The company sets up promotions 
with local institutions, notably the 
Boy Scouts, branches of the armed 
services and the Ground Observer 
Corps. Navy recruiting offices, for 
example, run contests in building 
ship models and put the winners on 
public display. Boy Scouts con- 
struct task forces for Navy Day 
observances in the stores. And some- 
times, in contests involving minia- 
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ture airliners, Revell even brings the 
winners to its California headquar- 
ters via one of the airlines. 


These, then, are a few of the high- 
lights of what is going on in retail- 
ing all over the country today. Once 
more the wheel has made a full turn, 
just as it has already turned so 
many times before. The “one-man” 
retail store, dating back to colonial 
days, was our first real business in- 
stitution. Then came the department 
store and everybody said that this 
new shopping center would surely 
ruin the “one-department” business. 
Next, came the mail order house 
and all the experts predicted that it 
would surely be his doom. Then 
came the chain store; then the super- 
market; and. then the discount 
house. The independent survived 
them all and today stands in a bet- 
ter position than ever. 

What’s going on today is proof 
that the smallest merchant can 
adopt some of the methods of his 
larger rivals and come out stronger 
than ever. As this dawns on manu- 
facturers and distributors, more and 
more of them are rallying to his 
cause. With their assistance, he can 
have all the advantages of large- 
scale operation. 

But the application of these meth- 
ods requires careful fact-finding, 
trained scientific research and, most 
of all, skillful leadership. 

To those who meet these require- 
ments, tomorrow’s rewards will be 
great. To quote Malcolm P. Mc- 
Nair, Professor of Retailing at the 
Harvard Graduate School of Busi- 
ness Administration: 

“In the economy of the United 
States we have long since passed 
the point where the retail merchant 
is merely the purveyor of the stark 
necessities of food, clothing and 
shelter. With 41 per cent of our fam- 
ily units enjoying income of more 
than $5,000 annually and with an 
increase of 158 per cent in the dis- 
cretionary spending power over the 
past decade, the retailer stands at 
that magic spot where an increase 
in the standard of living comes into 
being, where the hopes, the aspira- 
tions, the dreams of the people are 
translated into better living. 

“As we evolve further the kind of 
economic system we have in the 
United States today, so much more 
important and so much more critical 
becomes this task of retail distribu- 
tion, both from the standpoint of 
consumer satisfaction and from the 
standpoint of effective functioning 
of the economy. Becoming a good 
retail merchant in the American 
scene of 1957 is at once a challenge 
to ability and an opportunity for 
service.” —PHILIP GUSTAFSON 
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The extreme washroom efficiency 
provided by the combination of 
Turn-Towl’s high absorption qual- 
ity and controlled dispensing is 
proved in test after test. 

These figures show the cost of 
towels used during a month-long test 
made by a plant in Roanoke, Va.: 
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THE ESSENCE of successful change lies, as many be- 
lieve, not in the design of a new organizational plan 
but rather it depends on the ability of the president 
and his senior executives to alter their behavior in 
accordance with the new principles which the plan 
seeks to realize. 

The grip of the past on the present is well illus- 
trated by the case of a manufacturing company whose 
president prided himself on the extent to which opera- 
tions had been decentralized. What he failed to realize 
was the extent to which his own behavior was at vari- 
ance with the principles to which he was dedicated. 

Every morning on arriving at the office he would 
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This article is a condensation 
of a book, “Effecting Change in Large 
Organizations,” to be published this 
month (copyright, 1957, by the 
Columbia University Press, 2960 . 
Broadway, New York, N. Y.—$3.50). 
The authors are Dr. Eli Ginzberg, 
professor of economics in the 

Graduate School of Business and 
director of the Conservation of Human 
Resources Project at Columbia 
University, and Ewing W. Reilley, 
president of the McKinsey Foundation 
for Management Research. Assisting 
were two psychologists, John L. 
Herma, of the staff of the Conservation 
of Human Resources Project, and 
Douglas W. Bray, formerly of the 
Project staff and now personnel 
research supervisor for the American 
Telephone and Telegraph Company 


78 













Planning change? 
Check these factors 


Balance sheet 
for change 


Some probable 
costs outweigh 
possible gains 








New study tells how business firms can 
make reorganizations less troublesome 


call his vice president for manufacturing and inquire 
about yesterday’s production. The vice president, 
knowing that the question would be asked, would have 
come in an hour earlier to telephone the field for the 
information. 

The plant managers, anticipating this call, would 
have come in still an hour earlier to review their sit- 
uation and if necessary to prepare an explanation for 
an unsatisfactory output. To confound this situation 
further, the vice president did not hesitate to give 
technical advice over the telephone to any plant man- 
ager who had encountered difficulties. 

The importance of the president’s altering his be- 
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havior in dealing with his principal associates is even 
more pointedly demonstrated by the case of one chief 
executive of a company that had recently adopted a 
divisional type of organization. Upon discovering that 
the company’s maintenance costs were rising, he told 
his functional vice president for manufacturing to 
take action. 

The pfesident had forgotten that under the newly 
established plan, responsibility for maintenance, ex- 
cept for technical advice and consultation by the cor- 
porate functional staff, had been assigned to the general 
managers of the decentralized operating divisions. 
When he asked his vice president why “‘your” mainte- 
nance costs are rising, he was acting directly at vari- 
ance with his own plan. 

Only a very secure executive would have reminded 
the president that he no longer had operating re- 
sponsibility in this matter but that he would, of course, 
immediately alert the general managers to the need for 
corrective action. 

Although a president will usually have difficulty in 
altering his behavior to conform with a plan of change, 
there is one important element of continuity in his 
work. He remains at the helm—the officer responsible 
for the success of the enterprise. 

Quite different is the situation of his key associates. 
Not only will their work patterns be radically altered, 
but they may become uncertain about their status and 
prestige. The vice president for manufacturing, for 
instance, finds himself transformed into a planner, a 
policy-maker, and an appraiser of results. His re- 
sponsibilities may be even more important than for- 
merly, but he has lost many of the trappings of power 
that were his in the past. He can advise, suggest, 
recommend, but he cannot, in most instances, order. 

The newly appointed general managers also face 
serious problems of adjustment. On the day the plan 
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implementation 






Starting right, 
making key moves 
can aid success 


is put into effect they become major executives, but 
they have had no experience in carrying full responsi- 
bility for major decisions. 

Now they must be able to budget, determine pro- 
duction plans and schedules in light of the market, 
supervise sales, plan new product development and 
assume responsibility for the thousand and one details 
that will determine the efficiency and profitability of 
their sector of the enterprise. 


Balance sheet for change 


The final decision to change or not to change re- 
quires that management balance prospective gains 
against probable costs. 

The ready acceptance of change is deeply embedded 
in American life. Moreover, the type of economy we 
have developed has made businessmen willing to con- 
sider and adopt changes that promise to strengthen 
their organizations. 

Over the years American business enterprises have 
come increasingly to be managed by executives whose 
working lives are spent largely within a single cor- 
poration and whose aims and ambitions are interlaced 
with those of the institution. As they move toward 
the top, their earnings become substantial, but the 
directing force in their lives is not the accumulation 
of personal wealth so much as securing and enlarging 
their power of decision-making in order to influence 
the organization which they help to direct. 

These executives cannot possibly accomplish their 
major goals unless they introduce changes. The toler- 
ance, even eagerness, of many executives for large- 
scale changes has been stimulated by developments 
within the field of management itself. A built-in dy- 
namic within the field of management is exerting vary- 
ing degrees of pressure on executives to bring their 
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PLANNING CHANGE? 


continued 


organizations more nearly in line 
with the most modern doctrines. 

Another aspect of the American 
economic scene is the importance of 
selling, style and service. Except in 
unusual periods of material or labor 
shortages, production seldom pre- 
sents special problems. The key to 
profits lies in sales. 

Trained talent is always scarce, 
and when the demand for it sudden- 
ly increases rapidly, careful consid- 
eration must be given both to pro- 
tecting what one has and developing 
what one needs. Unless the power 
concentrated in the hands of the 
president in a highly centralized 
organization can be redistributed 
among a group of executives, it will 
be hard to attract and hold able men. 

American management is also en- 
couraged to adopt a positive attitude 
toward change by forces originating 
largely within the corporation itself 
as it responds to new developments 
in ownership, management, technol- 
ogy and production. 

In spite of these pressures, senior 
executives are often inhibited from 
initiating major departures from 
customary procedures. Many man- 
agements will think long and hard 
before introducing major changes 
which, whatever their long-run val- 
ue, tend to unsettle established re- 
lations among the individuals and 
groups which have made a success 
of the enterprise. 

Inertia is inherent in individuals 
and organizations alike. Some exec- 
utives who recognize that major al- 
terations can improve the long-run 
prospects of their organizations, nev- 
ertheless hesitate to act, in the hope 
that the old structure will prove 
adequate. 

A major proof of dynamic man- 
agement is its ability to perceive cor- 
rectly and to respond effectively to 
conditions that necessitate changes. 
Management must determine that 
the gains will justify the costs. The 
key considerations are the compet- 
itive position and the personnel re- 
sources of the organization. 

One manufacturing company had 
made careful plans to decentralize 
and then started to put them into 
effect in 1951 but only after con- 
cluding that a substantial business 
recession was improbable in 1952 
or 1953. The management did not 
want to find the company in a de- 
clining market with its organization 
in flux. However, it was willing to 
expose the company to the risks in- 
volved if it were likely that business 
would remain good. 

In deciding whether to proceed 
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with a plan of major change, a cau- 
tious management must estimate 
whether it has the men capable of 
meeting the new assignments on 
which success depends. Unless qual- 
ified men can be found within the 
organization, or can be brought in 
from the outside, a wise manage- 
ment will delay introducing its plan, 
no matter how constructive the 
changes would be. Alternatively, it 
may recast the plan in light of the 
available personnel resources. 

In preparing a balance sheet for 
change, management must consider, 
in addition to financial and person- 
nel resources, the pressures exerted 
on the company from the outside. 

The reception of a plan for change 
will be greatly affected by the atti- 
tude of the organization toward top 
management. If the president has a 
reputation for being a successful and 
fair leader, his plan will be largely 
accepted on faith. But an estab- 
lished management, jealous of its 
reputation, will be cautious about 
introducing changes which may un- 
settle senior people. It may prefer to 
modify or hold up the plan rather 
than to risk a decline of morale. 


Psychological factors 


Top management must recognize 
that success in carrying out major 
changes will largely depend on how 
well it mobilizes the psychological 
forces that can facilitate acceptance 
of the new, and how well it dimin- 
ishes those forces which reinforce 
adherence to the existing pattern. 

A first important factor operating 
in favor of change is clear evidence 
that the leadership is strongly sup- 
porting the new proposals. In gen- 
eral, people seek to please their lead- 
ers for they stand to gain thereby. 
For this reason it is important that 
no one remain in doubt about the 
position of the president. 

Another powerful force working 
in favor of a management is the 
realization of most individuals that 
their own future is intimately linked 
with the fortunes of the company. 

But another aspect weighs on the 
other side. Not knowing what is in- 
volved in a major reorganization, 
some men who are less sure of them- 
selves may fear that there will be no 
job for them in the new structure or 
only one of less importance. 

Another element militating against 
changes involving decentralization 
is the fact that people do not re- 
linquish authority easily. Thus while 
a change-over will frequently en- 
counter resistance from those in top 
positions, it will receive strong sup- 
port from the managers in the field 
who will gain in authority. 

In one manufacturing company, 


the financial vice president seemed 
intent on preventing full implemen- 
tation of a program of change trans- 
ferring considerable authority from 
headquarters to the field. However, 
most of those down the line, rec- 
ognizing that this change promised 
relief from previous difficulties, 
moved rapidly to accept the deci- 
sion-making power and responsibil- 
ity. The opposition of the vice 
president stood no chance of success. 
For schematic purposes, the proc- 
ess of change can be subdivided as 
follows: preparation of the plan, the 
announcement and initial efforts at 
implementation, and the follow- 
through, during which major efforts 
are made to establish the new pat- 
terns of behavior on which the suc- 
cess of the plan finally depends. 
At each stage, management is in 
a position to take actions which can 
facilitate or retard acceptance of its 
plan. There are three principal 
mechanisms at its disposal: 


> Effective communications. 
> The control of anxiety. 
> Learning new skills. 


The aim of effective communica- 
tions is to transfer information from 
one person to another with as little 
distortion as possible. Members of 
an organization must be given a 
chance not only to listen to the plan 
that their leaders have worked out 
but must be able to ask questions 
about it. The original proposals can 
be filled out only by those whose re- 
sponsibilities and functions are to be 
altered. 

While many men can adjust to 
change without difficulty, others are 
likely to become uneasy, if not up- 
set. But anxiety is not always a 
counter indication to proceeding 
with a plan. In fact a small amount 
of anxiety may facilitate acceptance. 

The president of one company, 
for example, was advised that he 
should delay introducing changes 
because a morale survey showed con- 
siderable discontent. He refused to 
follow this advice, believing that if 
people are asked about how they 
feel, they will always call attention 
to their aches and pains. Moreover, 
he was sure they would respond 
positively if they saw that action 
was being taken to rectify the un- 
satisfactory conditions. 

The more management under- 
stands about the likely sources of 
anxiety in change, the better it will 
be able to prevent or at least con- 
tain them. If management recog- 
nizes that many employes are un- 
easy because they expect that the 
change may separate them from 
their group and their superior, they 
can give early reassurance wherever 
possible that such a separation is 
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not contemplated. A management 
can more readily obtain acceptance 
of its plans if it makes special efforts 
to win the support of group leaders. 

In a major organizational change, 
men may suddenly discover that 
their experience will not enable 
them to cope adequately with their 
new functions. 

The learning of new skills involves 
not only the learning of new tech- 
niques but of new relationships, and 
the new cannot be learned unless the 
old is unlearned. 

Learning can be said to have four 
components. Drive or motivation is 
the first. No one learns unless he 
wants to learn. In business, men seek 
more income, authority, prestige, 
approval of their superiors or re- 
spect from their associates. They are 
also propelled by their own stand- 
ards of accomplishment. 

The second component is “cue,” 
which refers to those elements in the 
situation which indicate when and 
how a man is to respond. Contra- 
dicting one’s superior may be re- 
warding if it prevents him from 
making a serious mistake. But a 
person must learn that some supe- 
riors do not want to be corrected 
under any conditions while others 
will tolerate such behavior only 
when no one else is present. Unless 
one knows the right cue one cannot 
respond correctly. 

Response, the third element, re- 
fers to the type of behavior necessary 
for learning. It is not true that an 
individual can usually learn every- 
thing by sitting and listening. 

The final element is reward. A 
drive that is not rewarded will soon 
lose its force. Many people are will- 
ing to make the effort to learn new 
skills not because the experience is 
directly satisfying, but because they 
realize that they can accomplish 
important goals only if they acquire 
additional competence. 

One lesson for management emer- 
ges from this. The more men can 
discover for themselves the need for 
change, the more likely they will 
be to accept it. Likewise, the more 
men become involved in the search 
for solutions, the more readily they 
will acquire the ability and the skill 
which they will need to operate suc- 
cessfully under the new situation. 


Preparing the plan 


The key to the development of an 
effective program of change is the 
president. 

He must recognize the need for 
change and be willing to devote con- 
siderable time and effort to the de- 
velopment of a satisfactory plan. 
Although he cannot undertake the 

(continued on page 84) 
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“We increased our Trade Mark Service 
in the Yellow Pages from 
90 to 245 directories in one year’ 


says FRANK SCHWINN, Vice President, 
ARNOLD, SCHWINN & CO., Chicago, Illinois 


“Our problem was to give Schwinn bi- 


| cycle owners the best possible service. 


In order to make our authorized dealers 
easy to find, we tried Trade Mark Serv- 
ice on an experimental basis,” explains 
Mr. Schwinn. 


“It soon proved valuable in creating 
greater customer satisfaction and 
building dealer good will. After the 
first year, we increased our original 
contract from 50 to 245 directories. 
Now our national advertising refers 





“YELLOW PAGES Trade-Mark ad- 
vertising brings lots of business,” 
states George Garner of Valley Cyc- 
lery in Van Nuys, California. 


prospects to our dealer listings in the 
Yellow Pages.” 


Trade Mark Service in the Yellow 
Pages of telephone directories can di- 
rect more sales to your dealers and dis- 
tributors. Find out how this link 
between national advertising and local 
selling can be geared to your marketing 
needs. 

Call your telephone business office or 
look in the consumer magazine section 


of Standard Rate & Data Service. 





SCHWINN BICYCLES 


“World's Finest > e 

cycle — Made 

America.” Race 

Americans ride 

ye far. Over 65 , Sea Mode!ls— 

In every ce Range. SOLD and SERVICED 


BY SCHWINN, FACTORY: FRANCHISED DEAL- 
ERS. BUDGET TERMS. 


“WHERE TO BUY THEM” 


RESEDA CYCLERY 
7357 Reseda Res Dickns 2-7555 
VALLEY CYCLERY 
8235 Vn Nuys PanCty..STate 5-4264 
VILLAGE CYCLES 
Open Mon & Fri Evenings 
Terms-Lay Away Plan 








TRADE MARK SERVICE directs 
sales to dealers listed under the 
Schwinn trade-mark in the Yellow 
Pages of 245 classified directories. 





























THE WORK OF THE NATIONAL CHAMBER 


The Chamber of Commerce of the United States is made up of more than 21,000 business firms, cor- 
porations and businessmen—plus more than 3,300 local and state chambers of commerce, and trade 
and professional associations. It has an underlying membership of more than 2,500,000 businessmen. 


In addition to its headquarters in Washington, the National Chamber has division offices in six cities, 
and district offices in 17 cities throughout the country. The National Chamber is known for its vigorous 
and constructive leadership in national affairs, and for its outgiving service to business and to the public. 


For information about how the National Chamber works in behalf of business, and in the public interest, 
write for a copy of our progress report, ““Leadership and Service.” 


CHAMBER OF COMMERCE OF THE UNITED STATES e WASHINGTON 6, D. C. 

















RESEARCH—The National Chamber studies and analyzes trends and developments 
affecting business and the economy. 
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POLICY— The National Chamber determines the views of all business on national 


issues and sets up a program of action. 





OPINION DEVELOPMENT—The National Chamber builds public understanding of 


national problems affecting business, and public support for the business viewpoint. 


ro, DE 
me 


LEGISLATIVE ACTION — The National Chamber presents to Congress and the Admin- 
istration recommendations of business on economic problems. 


SOLID FRONT— The National Chamber works to keep America’s business organiza- 
tions increasingly strong, unified and moving ahead in the same direction to achieve 
their goals—for the good of all. 
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task himself, he must be willing to 
work with the organizational plan- 
ning team whom he selects to help 
him. The success of their work will 
depend on establishing and main- 
taining effective rapport with the 
president, and on their skill in elicit- 
ing the cooperation of many mem- 
bers of the organization through in- 
terviews and discussion. 

Completion of the plan depends 
upon insuring that key personnel 
are available, designing instruments 
of control, proper staging for intro- 
ducing the changes, and the alloca- 
tion of adequate resources. 

The top management of one com- 
pany which had grown very rapidly 
became aware that the personnel 
division was making decisions in- 
volving thousands of people who 
were working thousands of miles 
from the main office. 

Investigation disclosed that the 
operation of personnel was only one 
aspect of a larger difficulty. It be- 
came clear that none of the major 
divisions could operate efficiently 
without organizational changes that 
would shift to the field a large part 
of the responsibility previously car- 
ried at headquarters. 
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The president of a company may 
or may not be among the first to 
become aware of the need for a 
change. Until he does, not much is 
likely to happen. After he does, 
what happens will depend primarily 
on him. 

He must seek assistance from 
people inside or outside the organi- 
zation who can interview the several 
levels of management; sketch out 
alternative proposals, call to his at- 
tention relevant information to clar- 
ify his own mind about which course 
of action to pursue. 

Effective relations between the 
chief executive and the planners are 
never established at a single confer- 
ence; they result from a continuing 
interchange in which the president 
has an opportunity to respond in- 
formally to alternative solutions and 
the planners have an opportunity 
to sharpen their conception about 
what type of plan he will accept. 

Interviews with key executives and 
managers make it possible for plan- 
ners to learn about problems con- 
nected with the daily operations of 
the company and their possible so- 
lutions. This is essential material. 

Another task facing the planners 
is to help the president determine 
on the timing or the staging of the 
changes. Since the time element is 
often uncertain, the president may 
see advantages to setting a more 
modest goal; to affect initially only 
part of the program. 

The final step in preparing the 
plan involves budgeting resources 
required to put the changes into 
effect. The importance of this stage 
sometimes is ignored. Top manage- 
ment will have to devote consider- 
able time and effort to explaining 
the changes to the organization, will 
have to make allowance for mis- 
takes, will have to align major poli- 
cies and procedures so they are con- 
gruent with the new structure. 


Initial implementation 


The methods of implementing 
changes are varied. A management 
may decide to place stress on a for- 
mal announcement. Or it may pre- 
fer to rely on informal individual 
and group discussions. There are 
many options in between. 

The formal announcement is a 
convenient tool for making clear the 
essential facets of the process of im- 
plementation. The method used may 
have a material effect on the way it 
is received. Every organization uses 
certain ceremonials on auspicious 
occasions. Therefore the significance 
of a particular move by management 
will be judged by whether ceremo- 
nials and trappings are used. 

There are no simple rules of thumb 


for determining the ideal time for 
the announcement. The relevant 
criteria are, first, the readiness of 
the plan and, second, the problems 
that will arise from delay. 

Among the issues to be presented 
in a formal announcement are the 
reasons which led management to 
develop a plan for change. In this 
connection the management prob- 
ably will want to stress the oppor- 
tunities for the organization to grow 
and enhance its profits. If the reason 
for change is a deteriorating eco- 
nomic position, this fact should be 
underscored, but emphasis should be 
placed on the way changes will help 
reverse the trend. 

It’s also advantageous if the an- 
nouncement makes clear how short- 
comings that previously interfered 
with the work and satisfactions in 
the organization will be righted. 

In all its presentations, the leader- 
ship will help allay uncertainty and 
doubt if it stresses the long-range 
objectives of the changes. 

In the announcement of a plan 
which consists of a major alteration 
in organizational structure, empha- 
sis should be placed on the future 
governing principle. Where a move 
is made toward decentralization, for 
example, the emphasis is placed on 
the fact that more and more author- 
ity for decision-making will be 
transferred to the man on the spot. 

While the announcement cannot 
include details, it should delineate 
the responsibilities that attach to 
each level of management. Since 
the plan will entail some inevitable 
costs, the announcement should in- 
clude mention of them. 

Management also should an- 
nounce that the new plan can be 
successfully implemented only if 
many will attempt to acquire new 
skills. 

The announcement should indi- 
cate the numerous devices manage- 
ment plans to use to insure active 
participation of the executive group, 
the establishment of discussion 
groups, formal training courses, task 
forces that will enable individuals 
to spell out detailed responsibilities 
and relationships. 

At the time of the announcement 
the president will have in his kit a 
statement of the new philosophy, the 
chart of the new organization and 
the assignments of key personnel. 
This is an absolute minimum. At 
this time it is usual for the president 
to set out his conception of the new 
structure and of how people will 
operate under it. Presentations also 
will be made by key executives. 

The major device for enabling key 
executives to increase their under- 
standing of and competence to han- 
dle their new assignments is to in- 
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volve them in working out the 
multiple problems that the restruc- 
turing has posed. 

One conventional approach is to 
establish several task forces, the 
members of which are drawn from 
one or more sectors of the business, 
to hammer out responsibilities, au- 
thority and relationships. 

A device that can be used in this 
work of specification is the prepara- 
tion of responsibility distribution 
charts, where each person notes spe- 
cifically his understanding of his 
new functions and how his work is 
related to that of others. Duplica- 
tion and possible conflict, as well as 
omission, can often be uncovered. 

Translating concepts into action 
is always difficult. A senior official 
who is acting as the head of a task 
force can present a problem to the 
eroup, such as the steps to be taken 
by a company in the event that a 
new and lucrative order were re- 
ceived which required a reschedul- 
ing of the flow of work. After the 
group works through this and simi- 
lar problems, it is likely that the 
members will have clarified many 
points about the new structure and 
about their own functions. 

Still another way to specify the 
functions and responsibilities of the 
key personnel is to prepare a com- 
pany manual. 

Such efforts provide a check on 
the basic soundness of the plan. If 
changes or adjustments are required, 
the need for them will almost cer- 
tain!y be revealed as various groups 
seek to work out their new responsi- 
bilities and relationships. 


New behavior patterns 


The challenge that management 
faces is to alter the basic mecha- 
nisms and controls available to it in 
such a manner that they contribute 
both individually and collectively to 
bringing about the changes in be- 
havior required to make the new 
plan a success. 

To this end, management must 
introduce appropriate changes in its 
personnel policies and in its control 
measures; it must also provide for 
audit and feedback of the changes 
that are instituted. Finally it must 
consider to what extent it can ac- 
celerate the learning process by a 
series of formal learning devices. 

If the chief executive does not 
feel he has potentially competent 
executives to fill key posts, he may 
decide to bring new men jnto the 
organization. But to appoint out- 
side men to top positions has dis- 
advantages. Morale of those within 
the organization may be affected. 

A management can ease accept- 
ance of a plan of change by acting 
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PLANNING CHANGE? 


continued 


quickly to align its system of in- 
centive compensation or to intro- 
duce one. 

A further adjustment warrants 
comment because of its contribution 
to the long-run effectiveness of the 
new structure. 

Within a decentralized plan of 
operations the promotion system 
must permit greater opportunities 
for the transfer of men both among 
functions and among major units. 
Thus an able man, irrespective of 
his current assignment, will be con- 
sidered for any opening for which 
he is potentially qualified. 

The most important leverage in 
any organization is the power to 
promote men to key positions and 
relieve others. The wisdom that a 
management displays in using this 
power will affect its success in im- 
plementing a program for change. 

If a plan for change is to have 
every chance of succeeding, man- 
agement must also be alert to the 
key official who cannot or will not 
make his peace with the new or- 
ganizations. Such behavior, unless 
checked, can prove disruptive. 

Over the years, many manage- 
ments have become sensitive to the 
importance of using modern per- 
sonnel methods which stress agree- 
ment by consent rather than by 
coercion. Yet the need for disci- 
pline remains and its proper use in 
periods of change is most important. 

To relieve major units of central- 
ized control does not mean respon- 
sible officials can afford to permit 
new units to function without check. 

To develop appropriate measures 
of control requires first, the deter- 
mination of the conditions essential 
for the long-term success of the com- 
pany; second, criteria which will re- 
flect these conditions; and, third, 
objective measurements of the re- 
sults of the operating divisions. 

There was a time when manage- 
ment placed almost exclusive re- 
liance upon a few simple financial 
measures, such as dollar profits and 
earnings on investment. But alert 
managements have come to recog- 
nize that they must measure a much 
broader range of factors, such as the 
share of the market, the introduction 
of new products, productivity, the 
development of key personnel, labor 
relations—elements which exercise 
an important influence on the wel- 
fare of the enterprise. 

The importance of relying on a 
series of measures rather than on 
one or two financial criteria is sug- 
gested by the following case: 

For a long time a large company 
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had considered the managers of two 
of its principal divisions about equal 
in competence. It based its judgment 
on the parallel rate of increase in 
volume and profits. However, in 
connection with a more thorough 
analysis of the two divisions, man- 
agement learned that over a period 
of years one division had been los- 
ing its position in the market despite 
a rise in volume, while the other had 
made striking advances. 

Another determination top man- 
agement must make has to do with 
the critical factors in its business; 
the measurement system must place 
appropriate stress on each element. 

One company whose success de- 
pended on service to customers had 
for a long time used statistical con- 
trol measures whereby each division 
was graded as above or below aver- 
age. After a change-over to de- 
centralization local managers sought 
to eradicate deficiencies in the serv- 
ice which they were rendering with 
the result that costs advanced rapid- 
ly. When headquarters saw these 
increased costs, it ordered an across- 
the-board cut. Local management 
was being judged only on costs, not 
on the quality of service which it 
was providing; and headquarters 
was instituting performance stand- 
ards governing the field’s relations 
to customers without adequate con- 
sideration of the costs involved in 


meeting them. What was needed 
were appropriate measures of both 
quality and cost. 

If management can identify the 
strategic factors in its business it 
can then concentrate on developing 
measuring instruments that will pro- 
vide it with information better to 
enable it to exercise control. 

There is one additional assess- 
ment device which bears not on the 
efficiency of current operations but 
on the effectiveness with which the 
program is being implemented. 

Management must provide, as an 
integral part of the implementation 
process, for feedback of the adjust- 
ment in the field to the changes that 
are underway. In addition, an audit 
is usually necessary at the end of 
about two years so that management 
can assess the progress that has been 
made. Such an audit must deter- 
mine not only whether the new for- 
mal structure has been effectively 
installed but whether the new poli- 
cies are being followed. 

The main benefit from feedback is 
the check which it provides on the 
degree of congruence or diversity 
among the members of the organi- 
zation in their understanding of the 
objectives and procedures outlined 
in the plan for change. If there is di- 
vergence, top management can move 
to restate the principles and in the 
process seek to clarify them. END 
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salaries as the company president 
had a few years ago. 

The company devised a set of 
compensation tools, however, to as- 
sure fairness throughout the organi- 
zation. The salary structure for em- 
ployes exempt under the Fair Labor 
Standards Act, with 28 levels from 
beginner to president, was estab- 
lished. Each exempt job in the com- 
pany is evaluated into this salary 
structure. For each position general- 
ly a 35 per cent salary range permits 
matching pay to performance. 

A couple of thousand top level 
GE people have the chance to earn 
incentive compensation based on 
their contributions toward specific 
goals determined in advance. Half 
of this incentive pay currently is in 
stock. For officers, this half is con- 
tingently deferred until they retire. 

Another example of financial in- 
centive is GE’s stock option plan, 
tighter than most, under which op- 
tions have been currently granted 
to about 1,200 key employes. Op- 
tions for this GE stock are issued at 
the full market price on the date 
granted. The total number of shares 


authorized by the share owners for 
the stock option plan is only a small 
percentage of the total shares out- 
standing. Those taking the options 
profit only if the market value in- 
creases. This, of course, would bene- 
fit all share owners. Insurance and 
pensions also are available. 

“There is a growing awareness 
of the need for more study and re- 
search into what incentives are re- 
quired to attract, retain and moti- 
vate the people we need,” says GE’s 
Mr. Case. GE’s program is con- 
stantly under review as to its effec- 
tiveness in attracting, retaining, and 
motivating all employes, he says. 

He adds: “There’s a lot besides 
money that motivates—challenge of 
work assignments, the urge to excel, 
promotion opportunities, to mention 
a few, and I suppose in some cases, 
even the thickness of the carpet or 
size of an office. If you choose the 
right incentive, you can help assure 
long term success and reward for 
the company and its shareholders, 
employes, customers, suppliers and 
dealers. If you don’t, you can jeop- 
ardize the interest of all these.” END 
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SEN. McCLELLAN 
continued from page 41 


adopt the ethical practices codes es- | 
tablished by the AFL-CIO or simi- | 
lar codes, and every union official | 
should pledge observance of the high 
standard of conduct and ethics they | 
prescribe. 
How can a businessman help the 
committee? 

By reporting to the committee any 
knowledge or information he may | 
have of wrongdoing and be willing 
to testify accordingly. | 
What do you see as the outcome of 
the committee’s investigation? 

Certainly it is to be hoped that 
this investigation will not only estab- 
lish the need for, but will result in 
the Congress enacting remedial leg- 
islation to correct the abuses and to 
prohibit the improper practices that 
now prevail in labor-management 
relations. 

It should strengthen honest and 
legitimate unionism—improve labor- 
management relations by eliminat- 
ing collusion, corruption, extortion, 
racketeering and other evil activities 
that are now being employed in the 
exploitation of union members and 
management to the detriment of 
both, and the general public as well. 


HERE ARE the kinds of legislation | 
individual members of the McClel- 
lan Committee have suggested as de- 
sirable to cope with union corruption 


and improper labor-management 
practices: 
Funds: Protect both welfare and 


dues-treasury funds; make union offi- 
cials accountable for funds as trus- 
tees; require public disclosure. 
Compulsory unionism: Abolish | 
compulsory membership under a na- 
tional right-to-work law. | 
Monopoly power: Eliminate union | 
immunity from antitrust laws. 
Secondary boycotts: Make Taft- | 
Hartley restrictions against boycotts 
effective. | 
Union democracy: Regulate election | 
of officers; control trusteeships; pro- 
tect rights of members; deny tax 
immunity to unions which do not 
conform to approved practices. 
Labor - management relations: 
Tighten restrictions on collusion; | 
ban organizational or blackmail | 
picketing; make union contracts 
subject to consent of members af- 
fected. 

Criminals: Bar them from union 
office; prohibit transportation of 
hoodlums across state lines to com- 
mit labor violence. 

Politics: Tighten restrictions on | 
use of union dues funds for political 
activity. END 
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Executive 
Trends 


Five elements needed for sound decisions 

New light on the factors present in the making of successful busi- 
ness decisions comes from an unpublished historical study of a 
15,000-employe company just rounding out 50 years of service to 
the public. The company assigned one of its managers to study the 
firm’s history, with special emphasis on those periods in which de- 
cisions were made which successfully changed the fundamental 
direction of the organization. The findings suggest at least five ba- 
sic conditions are needed for successful decision-making. 

The five conditions include, 1, enough time, 2, enlistment of the positive 
talents of many people in the decision process, 3, an atmosphere of freedom 
to maintain a critical position, 4, absence of pressure from top management 
for false unanimity among those participating in or contributing to the deci- 


sions, and, 5, genuine participation in the decision process by those who will 
have to carry out the decision. 


Participation is most critical factor 

This study and other recent researches into decision-making point 
up the value of the participative approach. Managers must realize 
that it is human nature for an individual to give greatest support 
to his own ideas, proportionately less to those of others. If you can 
make your management team members feel that they have con- 
tributed significantly to major decisions, you will avoid the sub- 
conscious sabotage of the decisions which you make yourself— 
without advice—and then order other people to execute. 

If you doubt the validity of participative management, consider the point 
raised by one outstanding lecturer on management methods. He asks if your 
problems are not seen in a somewhat different light by you, your superior, 


your associates, and your subordinates. The successful manager is one who 


learns to see the broad view, relating individual views to the main objective. 
. 


Should group action be a rule? 

The answer, of course, is that managers should learn to use groups 
as an aid to improved management, not as a cure-all. In evaluating 
personnel, in decisions on pricing, production and other matters, 
there is still no convincing evidence that an individual executive 
should not give the final nod. Deification of group-think is a step 
to conformity and mediocrity. Aware of this, one industrial leader 
has called for cultivation of individualism with intelligent use of 
committee planning, brainstorming and stress on teamwork. 


©The help given by participative action is not and should not be a substitute 
for responsibility. In face of this, the manager who encourages committees 
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and group thinking should take pains not to stifle individual creative energy. 
This is dramatically evident in the case of the new member of the team—one 
who brings fresh insight and a viewpoint yet uncolored by established pat- 
terns of thinking. The period in which such a man’s viewpoint is in this phase 
may not extend much beyond six months. 


Here’s late data on committee use by industry 

A survey by the American Management Association underscores 
industry’s growing reliance on committee management. Two thirds 
of 79 executives responding report that their companies have more 
committees operating today than five years ago. The committees 
are doing a number of things. In most cases they are being used 
as implements of communication—relaying information, generat- 
ing ideas, serving as a platform for exchange of ideas. 

The survey shows that individual executives have the last word in most 
firms in five major areas of decision making: pricing, advertising and pro- 
motion, production, volume, personnel policy and hiring executives. Long- 
range planning and capital investment decisions reside mainly with boards of 
directors. Biggest headache: too few men devote the same time, energy to 
committee work as to a problem which rests solely on their own shoulders. 


Debate over executive appraisal 

An increasing number of organizations are turning to so-called 
group appraisal for evaluating performance by individual execu- 
tives. In many companies this works in the following way: Peri- 
odically a manager’s superiors meet to discuss his development 
and progress. This group, in turn, seeks appraisal of the manager 
from the manager’s peers and subordinates. This gathering of 
information on a multilateral basis is said to turn up a compre- 
hensive body of facts on which decisions involving promotion, train- 
ing, and reassignment of function can be made. In general, com- 
panies using the group appraisal technique report it is working well. 
PHere again, however, it should be noted that the group contribution does 
not erase individual responsibility. Its main value is in assembling facts and 
in its many-faceted view of an individual's work. An individual manager still 
retains the ultimate responsibility for the development of those he manages. 
The more men he trains to do his job, the wider the choice his superiors will 
have when the problem of his replacement arises. 


Guidelines for successful mergers 

Munro Corbin, vice president and assistant to the president of 
Rockwell Manufacturing Company, Pittsburgh, offers some inter- 
esting comments on the symptoms which add up to corporate indi- 
gestion in an acquisition program. Some of the symptoms he cites 
are, 1, a conflict in corporate policies (such as centralization versus 
decentralization), 2, financial disharmony (exemplified in many 
cases by conflicting types of financial controls employed), 3, mar- 
keting divergences (disparities in sales organization and methods). 
Overlooking these symptoms, Mr. Corbin says, can undermine a 
company’s aim to march toward a common goal, and in step. 

The most important consideration in Rockwell's evaluation of an acquisi- 
tion prospect is compatibility with the company—from a standpoint of organ- 
ization, policies, markets, production, sales, and other factors. The company 
steers clear of acquisitions which would take it into lines completely un- 
familiar to its existing management. Rockwell seeks to head off corporate 
indigestion by 1, buying complete control, 2, buying sound management, 
3, buying only those aspects or parts of businesses which it needs. 
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PERSONNEL 
continued from page 43 


might take a manager six to eight 
hours. However, he can cover that 
many people verbally in a little more 
than an hour. 

The oral review overcomes an- 
other obstacle, too. Most managers 
hate to write down opinions of peo- 
ple but they feel free to say things 
they normally would not put on 
paper. They pull no punches. They 
don’t worry about dressing up state- 
ments. 


2. Review every employe on each 
level. It’s not always true that the 
best men stick out like sore thumbs. 
So it’s a good rule not to rely on 
visibility to identify the outstanding 
candidates for better jobs. Careful 
reviews almost always turn up men 
who were previously passed over for 
promotion. 


3. Never accept a single opinion of a 
man’s qualifications. Cyanamid of- 
ficials try to get reviews from three 
to four persons about an employe. 
This tends to reduce the chances of 
error or inequity. When the opinions 
of several differ widely, those giving 
the opinions are called together and 
talk until an agreement is reached 
on the man’s potential and perform- 
ance. 


4. Keep in mind that this is a rough 
screening. This is not a permanent 
appraisal and needs to be supple- 
mented by further analysis of the in- 
dividual’s full capabilities before be- 
ing used as a basis for managerial 
decisions. People do change, if some- 
what slowly, so, if possible, an annu- 
al review is advisable. This guards 
against tagging a man with a perma- 
nent label. Also, as one staff man 
points out, ““A man who may not be 
doing well in one job will do well in 
another, under another supervisor.” 


Mr. Owen stresses that the reviews 
are not an attempt to judge today 


-how far a man will go in the com- 


pany within the next five years. 
That’s unrealistic, he says. “In this 
phase, what we’re trying to do is 
work with the divisional and depart- 
ment managers in analyzing what 
their various men may be ready for 
in the foreseeable future.” 

The staff interviewer does not 
judge the man being talked about. 
He simply records what the super- 
visors say. The interviewer usually 
begins by asking into which category 
the interviewee would place the man 
being discussed: 

1. Promotable to the next level 
and probably higher levels later on; 





a superior prospect; feel he will make 
a good showing at whatever he does; 

2. Probably promotable to next 
level of responsibility; has ability to 
grow into a job of a least the next 
higher level; 

3. Satisfactory in present job but 
not likely to be promotable; about at 
his ceiling; possibly could be con- 
sidered for lateral transfer; 

4. Barely adequate (or less) in his 
present job; needs attention. 

Further questions such as these 
may help the man being interviewed 
decide in which category a man 
seems to fit: 

How does he meet the require- 
ments of the job? Does he possess 
all qualifications now, or is he still 
developing them? How is he doing? 
Does he seem to have ambition to 
grow? How does he demonstrate 
this ambition? Is there room in his 
present job for growth and further 
development? Do the requirements 
of his present job provide the right 
kind of challenge? 

If the man’s abilities seem to ex- 
ceed the requirements of his present 
job, then questions such as these are 
asked: 

How long will he be satisfied to 
remain at his present level? Has he 
room to grow at his present location? 
Is he slated for any: change in the 
near future? Can he grow company- 
wide, in new fields of endeavor? 

If questioning indicates that his 
abilities are matched by require- 
ments of his present job, then these 
questions may follow: 

Will he be satisfied to remain at 
his present level? Is he blocking the 
growth of people beneath him? Can 
he develop laterally? 

If the requirements of the em- 
ploye’s present job exceed his abili- 
ties, the questioners may ask: 

Would training of any type rem- 
edy this? Is he properly placed? 
Would a transfer be a more appro- 
priate solution? 

Once the interviewing is com- 
pleted, and appraisals of each man 
have been completed, a presentation 
is made by division management to 
the top staff of the company. 

This review is presented by a 
series of charts and slides. For view- 
ing ease in making the presentation 
to a sizable group, transparent over- 
lays are used and the charts are 
projected on a large screen. 


Review of the organization 

The review of the entire organiza- 
tion is presented in much the same 
way as the individual review. The 
same basic information is used—per- 
sonnel inventory files. 

As every manager knows, an or- 
ganization chart is a useful device for 
getting a quick picture of the over- 
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all structure of a department or 
division. However, an organization 
chart, as such, tells only part of the 
story, that is, who reports to whom. 
For instance, it doesn’t show the 
ages of the employes, their length of 
service with the company, their time 
on the present job, their salary rela- 
tionships. 

By the use of the personnel in- 
ventory to make transparent over- 
lays showing such things as a table 
of jobs by salary level, education 
level, and other pertinent facts, man- 
agement can detect weaknesses and 
strengths within the organization ac- 
cording to categories. 

Typical charts for a divisional re- 
view might include: 

Total personnel in the survey by 
division, department and location; 
educational attainment; number in 
each salary level, by degree; number 
in each salary level, by service; num- 
ber in each salary level, by age; 
utilization of women in division; 
transfers between locations of divi- 
sion; transfers from a division to 
other divisions; transfers into a di- 
vision from other divisions; sum- 
mary of termination, over five years; 
length of service at termination date; 
age at termination date; potential 
of terminated employes; supervisory 
and managerial positions, potential 
of incumbents; candidates for trans- 
fer into supervisory and managerial 
work; and potential for advancement 
in scientific and development work. 

A chart on management jobs by 
salary level would show in general 
the number of people involved in the 
review, the jobs that they hold, the 
salary relationship between jobs, and 
the discrepancies, if any, between 
levels of management. 

For instance, an unusual sa'ory 
differential between the production 
superintendent and the next highest 
paid employe in that function might 
be demonstrated. 

This would indicate that some- 
thing is wrong—either titles, sala- 
ries, the organization structure, or 
the incumbents. 

A chart showing age distribution 
by salary level, officials say, is one of 
the most useful tools for diagnosing 
organization problems. 

A typical chart shows age ranges 
across the top, salary ranges down 
the left side. 

Suppose, for example, a chart 
shows that 50 per cent of those in the 
group under review were more than 
50 years old and most of these 
employes were in the lower salary 
levels. 

This may indicate a lack of move- 
ment upward. Ni 

The company also uses a chart to 
show length of service by salary level, 
another indicator of organization 
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health. Excessive numbers of short 
service employes on such a chart 
would indicate high turnover which 
management would want to examine, 
Cyanamid officials point out. 

Most managers want to look at the 
educational attainments of their 
groups. A graphic presentation of 
this sort turned up the fact that the 
distribution of degrees was concen- 
trated in the younger and shorter 
service groups. An official noted this 
would have to be watched or the 
young employes might start getting 
in each others’ way or holding each 
other back. 

Another important chart shows 
the flow of personnel in and out of 
the company, usually over a five or 
10 year period. 

Not only does it show if employes 
are going outside the company for 
advancement, but it also indicates if 
employes are being given the op- 
portunity to work at different loca- 
tions, under different bosses, in dif- 
ferent functions. 

Such a chart also shows whether 
or not the group or organization is 
providing its share of candidates for 
top company positions and other 
company locations. 

Charts also show where promo- 
tional channels have been clogged. 
When the length of time on the 
present job is shown graphically, 
managers can see which employes 
have leveled off, which are moving 
up, where poor performers have not 
been removed. 

Bottlenecks and deadend jobs are 
spotlighted as well as such things as 
a man’s experience in more than one 
type of job, experience in more than 
one location, experience under dif- 
ferent bosses. 

The details and mechanics of us- 
ing this method of review and analy- 
sis, of course, will vary with the 
company. But nevertheless, develop- 
ment of people is recognized as a key 
responsibility of the company’s man- 
agement. 

As one top executive has said: “If 
Cyanamid had to pick a single goal 
for all of our management develop- 
ment activities, I think it would be 
this: to get every person in a man- 
agement job to recognize in his daily 
actions that one of his prime respon- 
sibilities is the development of the 
people who report to him.” 

This type of review and analysis 
is designed to help managers reach 
that goal. END 





REPRINTS of “Pinpoint Personnel 
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cents a copy or $10.15 per 100 post- 
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furniture and fixtures for the amount of 
insurance you carry? No? Then you're 
not adequately protected in event of 
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ENJOY CHECKROOM 

CAPACITY AND EFFICIENCY ANYWHERE 
Now any wall space can be converted into an 
extra closet, office wardrobe or_ self-service 
checkroom with a Checkerette Wall Rack. 2 ft., 
3 ft. and 4 ft. units mount directly on wall, at 
any convenient height . . . mount individually 
or interlock to make a continuous rack of any 
length. Provide 2 ventilated hat or utility 
shelves with a full length hanger bar that holds 
6 coat hangers per running foot (or 12 coats per 
foot on snap-over coat hooks.) Strong beyond 
need and smartly finished in baked gray enamel, 
they answer the wraps problem _ for 
schools, churches, restaurants, institu- 

tions and homes. 

Save Carpets and Floors witha handy Stormrak 
—holds 8 umbrellas and 9 pairs of overshoes. 


Wiel, _WOGEL-PETERSON CO. 


° Th le 
Butietin CI-08 1121 West 37th Street . Chisege 9, U.S.A. 
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MASTER MECHANIC PORTABLE LIGHT PLANTS _ 


Push Button Start—700 watts 11 
v. 60 cy. AC, Powered by a rugged 2. 


hp. easy starting Briggs gas engine. No 
wiring necessary, just plug in and op- 
erate, Plenty of current for any ra- 
dio television, oil burner, freezer, 
pump, lights, etc. which require up 


tage, tri 


guaranteed, Regularly $275.00. 
Special factory price 
1200 Watt Plant (Item 45) same as Item 24 
with eet generator & engine—50% greater output 
Send 10c for Bi 
+ Money back guarantee. 





factory. Mi eck or Money Order. 
Mester Mechanic Mig. Co., Dept. S-15, Burlington, Wis. 


Catalog. Free with order. Prices f.o.b. 
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MILLION : 
Write or Phone 1000 8x10 Glossies 7c ea. 
For Complete Price List | Postcards from $21 per M. 

HO 7-6179 5509 SUNSET BLVD. 
UANTITY PHOTOS, Inc. HouYwooD 28, CALIF. 




















THE LARGEST PHOTO REPRODUCTION PLANT IN THE WEST 








SMOKE MY NEW PIPE 
30 DAYS AT MY RISK 


New principle that contradicts every idea 
you’ ve ever had about pipe smoking. I guar- 
antee it to smoke cool and mild hour after 
hour, day after day, without rest, without 
bite, bitterness or sludge. To prove it, 
i'LL LEND YOU a new CAREY PIPE. 
Send name today for my FREE complete 

TRIAL OFFER. Write: E. A. CAREY, % 

1920 Sunnyside Ave., Dept. 9-P. Chicago 40, 
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NEXT BOOM 
continued from page 40 


spoon-fed or controlled by any gov- 
ernment agency. 


What is your view of the long- 
range prospect for regulation of 
business or for interference in 
business? 


The way of creating the best cli- 
mate is through less interference. 

Now, don’t misunderstand. I feel 
that business has to be regulated in 
certain areas but I am a great expo- 
nent of letting business alone to the 
greatest extent possible. 


You anticipate, then, that govern- 
ment over the long run will tend to 
create a more favorable climate for 
business? 


Certainly, that has been the objec- 
tive of this Administration. 

We are doing everything we can 
to see that government does not in 
any way harass or interfere in busi- 
ness’s logical and legal opportunity 
for betterment. 


Mr. Mueller, if the U. S. economy 
should begin to slip alarmingly, 
would you anticipate a pick up of 
public works programs? 


After all, remember we are in 
one of the biggest public works 
programs there is—the road build- 
ing program. In that, the govern- 
ment is prepared to spend billions of 
dollars. That in itself is a big stimu- 
lus. I believe that the federal gov- 
ernment can give direction and sug- 
gestions and possibly over-all plan- 
ning. I think public works programs 
are primarily a responsibility of the 
states. I do not feel that the federal 
government should get into areas 
that are intrastate. 


You don’t feel that public works 
programs are of any tremendous 
significance, then, in bolstering 
the economy? 


Tax cuts would probably be the 
greatest stimulus, especially if there 
would be recession. 


Would you say that the U. S. econ- 
omy is now depression-proof? 


Just about—if you mean depres- 
sions of the 1930 magnitude. We 
have built into our economy certain 
factors toward that end. For in- 
stance, people don’t worry about 
their old age the way they used to. 
Maybe that’s good, maybe it’s bad, 
but it’s a fact. 

We have developed in our subcon- 
scious, you might say, a feeling that 
the government would never let our 
economy slip to the point that it has 
in the past. I think that heroic meas- 
ures would be taken by any Admin- 


istration if such a situation was im- 
minent. 

The mere fact that that has been 
accepted in the people’s minds 
makes a really serious and long-last- 
ing downturn almost impossible. 

Of course, you have wars or the 
threat of wars. There are economic 
upheavals in foreign lands. These 
things are upsetting. So you have a 
number of factors that can alter a 
normal situation. 

On balance, however, I believe 
that, while a depression might be 
possible, it’s not probable in the 
years ahead. 

What do you see ahead in terms of 
labor union demands? 


Sooner or later labor will realize 
that to get a larger piece of the pie is 
self-destructive, that the only thing 
that will matter is the creation of a 
larger pie. It will realize that un- 
economic wage increases injure the 
economy. 

Do you think that labor will see the 
need for this? 


I think they will, and I hope soon. 
Let’s examine this question of pro- 
ductivity? What causes an increase 
in productivity? Men don’t work 
harder. They either have better 
tools or better methods—again a re- 
sult of research. 

I do not feel that labor should get 
the entire benefit of the increase in 
productivity. The greatest benefit 
to the economy as a whole is to 
pass on the savings due to increased 
productivity in the form of lower 
prices. Management should realize 
this as well. 

This engenders increased produc- 
tion and greater total wealth. 

Those who are responsible for that 
increase in productivity should have 
part of it. Sooner or later that 
must be recognized. I think the time 
has come when labor as well as man- 
agement and government must rec- 
ognize that profits are the key to our 
growth. 


Do you anticipate an auto strike? 


If demands that have been publi- 
cized are pursued, I anticipate that 
they will be resisted by the manu- 
facturers. 

If that means a strike, then prob- 
ably a strike would be inevitable. 

Let’s hope we'll see a tendency to 
resist uneconomic demands. I have 
no objection to improvements or in- 
creases where they can be proved 
justified, but merely trying to get a 
bigger portion of the pie is ultimate- 
ly going to defeat the purpose. 

It’s your feeling that labor leaders 
will recognize the need for prof- 
its? 

Yes. That time will come. We 
now have responsible labor leaders 
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who recognize that situation. Labor 
leaders attain their positions be- 
cause they promise to improve the 
lot of their particular union mem- 
bers. It is felt that the only way un- 
ion leadership can maintain itself is 
constantly to demand more and 
more. I don’t feel that this is go- 
ing to be the case in the future. 
Union leaders must recognize the 
profit and loss system, our free enter- 
prise system, for what it is and that 
everybody must be prosperous or 
else the whole machine breaks down. 
I have great confidence in the work- 
ing people of this country. 


What are the prospects for a short- 
er work week in the near future? 


I don’t think we have any pros- 
pects of a shorter work week. It 
cannot be demonstrated as feasible. 
We have fewer people in the age 
group of 20 to 24; five years from 
now we will have fewer people in the 
age group from 20 to 29. These are 
the prime working ages. On the other 
hand, we have an increased number 
of children and older people who are 
dependent on these people. We have 
a shrinking proportion of the total 
population producing the goods and 
services to be consumed by a grow- 
ing dependent population. It is im- 
possible to increase productivity to 
the point for you to look for a shorter 
work week with a lower potential la- 
bor force. 

I think it is a foolish thing for the 
unions to keep pushing. 


If the demand is granted in some 
industries, could that be a deter- 
rent to economic growth over a 
period of years? 


The rubber industry has had it for 
anumber of years. Asa result a large 
percentage of their workers are what 
are known as moonlighters—fellows 
who have two jobs. This augments 
their income tremendously. But that 
is not the avowed purpose of a 35- 
hour week. It is to spread work for 
fear that there won’t be enough work 
for all. I think it is a defeatist fear. 
Looking ahead, it would be absolute 
folly even to consider a 35-hour week 
at this time. 


Looking on beyond, say, 10 years, 
20 years from now, can you see the 
possibility of shorter hours? 


Merely looking at history will 
show you that there is a possibility. 
It’s possible that, even with a 35- 
hour week, new businesses would be 
created as a result of the leisure time 
involved. But, after all, there’s only 
one source for wealth and that is 
production. Everything depends on 
production. 

If any measures are taken which 
curtail production, our real wealth 
is lowered by that extent. END 
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Pete plans a salute to industry 


“Don’t bother me now, Andy, I’m busy. The Chamber of 
Commerce is organizing a Salute to Industry Day, and I’m 
in it up to my neck. 


“Here are just a few of the things we have to organize: Open 
House at five factories; badges for visitors, greeters and 
escorts; transportation to and fro; big lunch at the Mansion 
Hotel, with the Governor making a speech; itineraries; 
souvenir booklets; signs and streamers—I don’t see how I 
can get it all done. 


“But it’s one of the most worth-while projects the Chamber 
can promote. It honors industry. It lets people find out for 
themselves how much local industries contribute to com- 
munity progress and prosperity. Everybody ought to pitch in 
and help get this thing rolling. 


“Hey! Andy, where are you going? Come back here and sit 
down a minute. We’ll talk about your joining the C. of C. 
tomorrow, but right now how about giving us a helping hand? 
No better way to find out for yourself how important this is 
to you and all the other businessmen in town. Let’s go!” 


Pete Hrogress 


Speaking for 
your local Chamber of Commerce 






For really 
gees skiing come to French 
anada, In its mountain 
districts, you will enjoy 
all winter sports at iheir best. 
There the snow is deep and white, the air clear 
and dry, the sunshine bright. And you will be wel- 
comed with old-time hospitality in comfortable modern 
inns and hotels. For road map and ski booklet, write: 
Provincial Publicity Bureau, Parliament Buildings, Québec 
City; or 48 Rockefeller Centre, New York 20, N.Y 
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Saves money 
creates friends 





Women, particularly, prefer toilet 
seat covers and often improvise 
them from costly paper towels. You 
can fill this need—and save money 
too—with Sanitor. Self-disposing. 
Easy-to-fill cabinet. 


Samples 
on 
request 
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SANITOR MFG. CO. 
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Telephoning ahead for appointments 
is good business everywhere 








“Because our salesman in Texas telephoned ahead for appoint- “Telephoning ahead cuts down our geographical disadvantage,” 
ments, he saw 16 more customers this year than on the same says Del Moerick, vice president, Controls Company of 
trip last year,” reports John Price, co-owner of Pacific Purchas- America, Milwaukee, makers of specially designed valves for 
ing Depot, Los Angeles Mobile Homes Equipment and Parts the automotive air conditioning industry. “Most of our com- 
Company. Distribution is in several western states. petitors are located near our best customers.” 


Encourage your salesmen to make 


The results can be big. Very big. 


“Our salesmen call ahead for appointments to make sure we 
find our customers in,” says Alva H. Parry, general man- 
ager, Deseret Book Company, Salt Lake City. “We distribute BELL TELEPHONE SYSTEM 
to 200 bookstores scattered throughout Utah, Wyoming, Mon- 
tana and Idaho, so every salesman’s trip has to count.” 


Call by Number. It’s Twice as Fast. 





out-of-town appointments by telephone. 


It costs little. Customers like it, too. 


porno - - - - - - - - - - - - - - - - - - --- --- === -- 
: LONG DISTANCE RATES ARE LOW 

| Daytime Station-to-Station Calls 

! For example: —. ~— — 
Cincinnati to Indianapolis 55¢ 15¢ 

| Milwaukee to Detroit 90¢ 25¢ 

New Orleans to Houston $105 30¢ 
Denver to San Francisco $170 45¢ 

New York to Los Angeles $250 65¢ 

: Add 10% federal excise tax 

{ 
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WE CAN GAIN 





FROM SPUTNIK 


RUSSIA HAS DONE this country a great favor. We 
have only to take advantage of it. President Eisen- 
hower has told the people that he is preparing to do 
just that. 

The result can be more efficient national defense and 
greater government economy. 

If this seems incredible now it is only because the 
Sputniks, although unmanned themselves, managed to 
get a great many people up in the air. 

From that hysterical elevation, the first reaction was 
that only increased federal spending for defense, re- 
search, education—or almost anything—would enable 
us to catch up militarily and scientifically with our 
energetic rival. 

President Eisenhower, who has remained calmer 
than most through the Sputnik episodes, has agreed 
that additional defense spending may be necessary. 
But he proposes that we first undertake two other 
types of savings. One is elimination of federal civilian 
activities which ‘while desirable are not absolutely 
essential.” 

The second is to “go over military expenditures 
with redoubled determination to save every dime that 
can possibly be saved. We must make sure that we 
have no needless duplication or obsolete programs or 
facilities.” 

Elimination of civilian activities will depend large- 
ly on whether the American people are willing to do 
for themselves what, over the years, they have learned 
to expect the government to do for them. Only politics 
and patriotism can bring such savings about. 

But getting full value for military expenditures is 
an administrative problem. It can be accomplished 
by setting up what Alexander P. De Seversky has 
called ‘“‘a military establishment attuned to the tech- 
nology of our times.” 

The lack of such an establishment now, in spite of a 
presumed unification of services, has been pointed out 
repeatedly by qualified critics, including Mr. Eisen- 
hower himself who, as a presidential candidate, told 
a Baltimore audience in 1952: 

“Such unity as we have achieved is too much form 
and too little substance. We have continued with a 
loose way of operating that wastes time, money and 
talent with equal generosity. With three services in 
place of the former two still going their separate ways 
and with an over-all defense staff frequently unable 
to enforce corrective action, the end result has been, 
not to remove duplication, but to replace it with trip- 
lication. All of this must be brought to as swift an 
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end as possible. Neither our security nor our solvency 
can permit such a way of conducting the crucial busi- 
ness of national defense.” 

Appointment of Dr. J. R. Killian, Jr., as special 
assistant to the President for science and technology 
can be the first step in bringing duplication to “as 
swift an end as possible.” 

As president of the Massachusetts Institute of Tech- 
nology, Dr. Killian saw the need and described it in 
these words: 

‘“‘We must create the organizational patterns which 
will make it possible to develop them [air defense, 
intercontinental ballistic missiles and other great 
weapons systems] without wastage of manpower and 
resources and unprofitable duplication of effort.” 

It will be his task to allocate money and manpower 
in the missile program according to the need, not 
according to the bargaining weight of the negotia- 
tors for the several armed services. Indications are 
that he will have powerful support in this. 

Senate Majority Leader Lyndon Johnson has 
promised a thorough review of the current defense 
problem in all its aspects. 

The House Appropriations Committee has warned: 

“It is the firm belief of a majority of the Committee 
that this matter of rivalry is getting completely out 
of control. It is expensive and undesirable and points 
up the urgent need for more effective control and di- 
rection. A sincere and self-sacrificing effort must be 
made by all concerned to substitute real unification 
for the present loose federation.” 

Sen. Clifford P. Case, New Jersey Republican, has 
said: 

“The dollar-minded see in the event [Sputnik] 
proof of inadequate financial support for the American 
program. . ... It may be that additional funds could 
be fruitfully applied to our missile and satellite pro- 
grams. But there are strong indications that inter- 
service rivalry, lack of coordination between the mis- 
sile and satellite programs, and honest differences of 
opinion are at least equally involved.” 

Now rivalry in missiles may be forced to yield to 
the national interest. The beep-beep of Sputnik turns 
out to be a rallying call rather than the voice of doom. 
It has shown the public the need for change and for 
supporting actions which will set up a defense estab- 
lishment that can cope with the problems caused by 
the rapid development-of new weapons. 

In doing that, the Sputniks may have done us more 
good than if we had launched them ourselves. 
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contractor (left) is showr 


Model of a typical modern pper tube 
Jer connection, while 











sanitary drainage system for a kitchen and two baths in a ranch-style home. Plumbing 


assistant (right) prepares to cut a 20-foot length of copper tube. 





New trend in plumbing: Copper Tube Drainage Lines 


For sanitary drainage systems, city after city 
is approving modern nonrusting copper tube. 
It simplifies both building and remodeling. 


Copper tubes for hot and cold water 
lines have been the mark of a quality 
house for many years. Today, copper is 
meeting our complete plumbing needs 
better than any other metal. More and 
more is being used for sanitary drainage 
lines. And here’s why. 

SLIM AND TRIM. With modern cop- 
per drainage tube, you can put plumb- 
ing where vou want it and need it. Cop- 
per won't rust and its smooth surface 
resists clogging. Thus, copper tube for 
household drainage can be slim and trim 
— fitting easily inside standard-width 
Wall partitions. 

EASY TO INSTALL. Work goes faster, 
too, because copper tubes are relatively 





light, easy to handle and cut. Old-tvpe 
threaded or caulked joints are elimi- 
nated. A copper drainage system can be 
assembled quickly and easily with com- 
pact, durable solder-joint fittings—even 
in tight quarters. And there are fewer 
joints to make because copper tube 


comes in 20-foot lengths. 


Because of all these advantages, cop- 
per tube is being included as approved 
material for sanitary drainage lines as 
plumbing codes are brought up to date, 


2 
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THE FUTURE: Anaconda’s American 
Brass Company is backing this great, 
advance in the plumbing industry by 
providing the high-quality tube and fit- 
tings needed — and by helping to de- 
velop new applications and installation 
techniques. 


In building, as well as in industry, 
Anaconda and its manufacturing com- 
panies—The American Brass Company 
and Anaconda Wire & Cable Company 
—are constantly seeking better ways of 
doing things with nonferrous metals. 


Whatever your specific metal prob- 
lem, see the Man from Anaconda. The 
Anaconda Company, 25 Broadway, New 
York 4, N. z. , 57261 


THE AMERICAN BRASS COMPANY—ANACONDA WIRE & CABLE COMPANY 
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“Pm tempted to get a postage meter!” 


There’s nothing like the annual 
Christmas card mailing stampede to 
convince aman(a) that getting out the 
mail is a slow, tedious, messy job, and 
(b) that the girls in his office are right 
in needling him for a postage meter! 


Once upon a time, meters were used 
only by big firms. But not so today. 
Now there’s a postage meter, with all 
the advantages of metered mail, for 
even the smallest office. It’s the DM, 
little desk model meter. One out of three 
users spends an average of less than $1 
a day for postage. 

The DM postage meter ends unsani- 

tary, unpleasant licking and sticking 
— makes the old-fashioned stamp 

box a genuine museum piece. 
Anyone can easily use a DM 
postage meter, save time and 
yr? postage. Dial the amount 
ey” wanted, press the lever, 
*™ —_and your letter is stamped. 

4 And there’s a moistener for 

sealing envelopes. 


The DM prints, directly on the en- 
velope, the exact amount of postage for 
any class of mail, (on special gummed 
tape for parcel post), with a dated post- 
mark that helps speed your mail through 
the postoffice, often catching earlier 
trains or planes. Prints your own small 
ad at the same time, if you like. 

The postoffice sets the meter for as 
much postage as you want to buy. Your 
postage in the meter is safe from loss, 
damage or misuse—and automatically 
accounted for. 

There’s a postage meter, electric or 
hand-operated, for every office, large or 
small. Ask the nearest PB office to 
show you. Or send the coupon for free 
illustrated booklet. 


FREE: Handy desk or wall chart of Postal 
Rates, with parcel post map and zone finder. 


= PITNEY-BOWES 
= Postage Meter 


Made by the leading maker of mailing machines. 
Offices in 107 cities. In Canada: Pitney-Bowes of 
Canada, Ltd., Dept. 333, 1156 Bay Street, Toronto. 


Merry mailing 
fo you... 
all year long! 


PitNey-Bowes, INC. 
1333 Pacific Street, Stamford, Conn. 


(0 Send free Postal Rate Chart 
(0 Send booklet on DM Postage Meter 


Name 








